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The information in this prospectus (the "Prospectus") relates to (i) the listing on Oslo Børs, a stock exchange 
operated by Oslo Børs ASA (the "Oslo Børs") by Pareto Bank ASA (the "Bank" or "Pareto Bank") of 

10,810,810 new shares in the Bank with a nominal value of NOK 12 each (the "Private Placement Shares") 
issued at a subscription price of NOK 37 per Private Placement Share in a private placement directed towards 

certain Norwegian and international institutional investors for gross proceeds of approximately NOK 400 million 

(the "Private Placement") and (ii) a subsequent offering (the “Subsequent Offering”) of 1,081,081 new 

shares (the "Offer Shares") directed towards shareholders in the Bank, as of 5 June 2019, as registered with 
the Norwegian Central Securities Depository (Nw: Verdipapirsentralen) (the "VPS") on 7 June 2019 (the 

"Record Date"), (i) who where not provided with inside information in the pre-sounding of the Private 

Placement, (ii) who were not allocated Private Placement Shares in the Private Placement, and (iii) and who 
are not resident in a jurisdiction where such offering would be unlawful or (for jurisdictions other than Norway) 

would require any prospectus, filing, registration or similar action (“Eligible Shareholders”). 
 

Eligible Shareholders will receive non-transferable subscription rights based on their shareholding as of the 
Record Date (the "Subscription Rights").  The subscription rights will give Eligible Shareholders a preferential 

right to subscribe for and be allocated shares in the Subsequent Offering. Over-subscription will be permitted; 
however, there can be no assurance that Offer Shares will be allocated for such subscriptions. Subscription 

without subscription rights will not be permitted. Eligible Shareholders will be granted 0.074335 Subscription 
Rights for each Share held on the Record date ("Eligible Shares"), rounded up to the nearest whole 

Subscription Right. Each Subscription Right will give the right to subscribe for one (1) Offer Share in the 
Subsequent Offering. The subscription period commences on 28 June 2019 and expires on 12 July 2019 at 

12:00 hours CET (the "Subscription Period").  
 

Subscription Rights that are not used to subscribe for Offer Shares before expiry of the Subscription 
Period will have no value and will lapse without compensation.  

 
The Bank is not taking any action to permit a public offering of the Subscription Rights or the Offer Shares in 

any jurisdiction outside Norway. The Offer Shares are being offered only in those jurisdictions in which, and 
only to those persons to whom, offers of the Offer Shares (pursuant to the exercise of Subscription Rights or 

otherwise) may lawfully be made. For more information regarding restrictions in relation to the Subsequent 

Offering pursuant to this Prospectus, please see Section 18 "Selling and Transfer Restrictions".  

 
  

Prospective investors should read this Prospectus in its entirety. Investing in the Shares 
involves a high degree of risk. See Section 2 "Risk factors".  
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IMPORTANT INFORMATION 
 

For the definitions of terms used throughout this Prospectus, which also apply to the preceding pages, see Section 
20 "Definitions and glossary of terms" of this Prospectus. 

This Prospectus has been prepared in order to provide information about the Bank and its business in relation to 
the Subsequent Offering and the listing of the Private Placement Shares on Oslo Børs. This Prospectus has been 
prepared solely in the English language. 

The Bank has engaged DNB Markets and Pareto Securities AS as managers in the Subsequent Offering (the 
"Managers"). 

This Prospectus serves as a listing prospectus in relation to the Shares. This Prospectus does not constitute an 

offer to buy, subscribe or sell any of the Shares other than the Offer Shares to be issued in connection with the 
Subsequent Offering.  

The Bank has furnished the information in this Prospectus. This Prospectus has been prepared in compliance with 

the Norwegian Securities Trading Act of 29 June 2007 no. 75 (the "Norwegian Securities Trading Act") 
Chapter 7 and related legislation, including the EC Commission Regulation EC/809/2004 implementing Directive 

2003/71/EC of the European Parliament and of the Council of 4 November 2003 regarding information contained 
in prospectuses (the "Prospectus Directive") as well as the format, incorporation by reference and publication 
of such prospectuses and dissemination of advertisements (hereafter "EC Regulation 809/2004").  

The Financial Supervisory Authority of Norway (the "Norwegian FSA") has reviewed and approved this 
Prospectus in accordance with the Norwegian Securities Trading Act sections 7-7 and 7-8. The Norwegian FSA's 

control and approval in this respect is limited to whether the issuer has included descriptions according to a pre-
defined list of content requirements. The Norwegian FSA has not verified or approved the accuracy or 

completeness of the information provided in this Prospectus. It is the Bank's responsibility to ensure that the 
information in the prospectus is accurate and complete. Furthermore, the Norwegian FSA has not made any sort 
of control or approval of the corporate matters described in or otherwise included in the Prospectus.  

All inquiries relating to this Prospectus should be directed to the Bank or the Managers. No other person has 
been authorised to give any information, or make any representation on behalf of, the Bank in connection with 

the issuance and the listing of the Offer Shares and, if given or made, such other information or representation 
must not be relied upon as having been authorized by the Bank or the Managers. 

The information contained herein is as of the date hereof and subject to change, completion or amendment 

without notice. There may have been changes affecting the Bank subsequent to the date of this Prospectus. Any 
new material information and any material inaccuracy that might have an effect on the assessment of the Shares 

arising after the publication of this Prospectus and before the end of the Subscription Period or the listing of the 
Shares on Oslo Børs, will be published and announced promptly as a supplement to this Prospectus in accordance 

with section 7-15 of the Norwegian Securities Trading Act. Neither the delivery of this Prospectus nor the 
completion of the listing at any time after the date hereof will, under any circumstances, create any implication 

that there has been no change in the Bank's affairs since the date hereof or that the information set forth in this 
Prospectus is correct as of any time since its date. 

The distribution of this Prospectus and sale of the Offer Shares and Subscription Rights in certain jurisdictions 

may be restricted by law. This Prospectus does not constitute an offer of, or an invitation to purchase, any of the 

Offer Shares or the Subscription Rights in any jurisdiction in which such offer or sale would be unlawful. No one 
has taken any action that would permit a public offering of New Shares to occur outside of Norway. Accordingly, 

neither this Prospectus nor any advertisement or any other offering material may be distributed or published in 
any jurisdiction except under circumstances that will result in compliance with any applicable laws and 

regulations. The Bank and the Managers require persons in possession of this Prospectus to inform themselves 
about and to observe any such restrictions. 

The Offer Shares and Subscription Rights are subject to restrictions on transferability and resale and may not be 

transferred or resold except as permitted under applicable securities laws and regulations. Any failure to comply 
with these restrictions may constitute a violation of the securities laws of any such jurisdiction. The Subscription 

Rights and the New Shares have not been and will not be registered under the U.S. Securities Act of 1933, as 
amended (the "U.S. Securities Act") or the securities laws of any state of the United States and may not be 

offered or sold within the United States or to, or for the account or benefit of, U.S. persons (as defined in 
Regulation S under the Securities Act). Outside the United States, the Subscription Rights and New Shares are 

being offered to non-US persons in offshore transactions in reliance on Regulation S under the Securities Act. 
Investors should be aware that they may be required to bear the financial risks of this investment for an indefinite 

period of time. For further information on the manner of distribution of the Securities and the selling and transfer 

restrictions to which they are subject, see Section 18 "Selling and Transfer Restrictions". 

The contents of this Prospectus are not to be construed as legal, business or tax advice. Each reader of this 

Prospectus should consult with its own legal, business or tax advisor as to legal, business or tax aspects of an 
investment in the Bank's Shares. If you are in any doubt about the contents of this Prospectus you should consult 
your stockbroker, bank manager, lawyer, accountant or other professional adviser. 
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The Manager makes no representation or warranty, whether express or implied, as to the accuracy or 

completeness of the information contained in this Prospectus, and nothing contained in this Prospectus is, or 
shall be relied upon as, a promise or representation by the Manager. 

In the ordinary course of their respective businesses, the Manager and certain of its respective affiliates have 
engaged, and may continue to engage, in investment and commercial banking transactions with the Bank. 

INFORMATION TO DISTRIBUTORS 

Solely for the purposes of the product governance requirements contained within: (a) EU Directive 2014/65/EU 
on markets in financial instruments, as amended (“MiFID II”); (b) Articles 9 and 10 of Commission Delegated 

Directive (EU) 2017/593 supplementing MiFID II; and (c) local implementing measures (together, the "MiFID 
II Product Governance Requirements"), and disclaiming all and any liability, which any “manufacturer” (for 

the purposes of the MiFID II Product Governance Requirements) may otherwise have with respect thereto, the 
Shares have been subject to a product approval process, which has determined that they each are: (i) compatible 

with an end target market of retail investors and investors who meet the criteria of professional clients and 
eligible counterparties, each as defined in MiFID II (the "Positive Target Market"); and (ii) eligible for 

distribution through all distribution channels as are permitted by MiFID II (the "Appropriate Channels for 

Distribution"). Distributors should note that: the price of the Shares may decline and investors could lose all or 
part of their investment; the Shares offer no guaranteed income and no capital protection; and an investment 

in the Shares is compatible only with investors who do not need a guaranteed income or capital protection, who 
(either alone or in conjunction with an appropriate financial or other adviser) are capable of evaluating the merits 

and risks of such an investment and who have sufficient resources to be able to bear any losses that may result 

therefrom. Conversely, an investment in the Shares is not compatible with investors looking for full capital 

protection or full repayment of the amount invested or having no risk tolerance, or investors requiring a fully 
guaranteed income or fully predictable return profile (the "Negative Target Market" and, together with the 
Positive Target Market, the “Target Market Assessment”).  

The Target Market Assessment is without prejudice to the requirements of any contractual, legal or regulatory 
selling restrictions in relation to the Offering.  

For the avoidance of doubt, the Target Market Assessment does not constitute: (a) an assessment of suitability 

or appropriateness for the purposes of MiFID II; or (b) a recommendation to any investor or group of investors 
to invest in, or purchase, or take any other action whatsoever with respect to the Shares.  

Each distributor is responsible for undertaking its own Target Market Assessment in respect of the Shares and 
determining appropriate distribution channels. 
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1. SUMMARY 

Summaries are made up of disclosure requirements known as "Elements". These Elements 
are numbered in Sections A–E (A.1–E.7) below. This summary contains all the Elements 
required to be included in a summary for this type of securities and the issuer. Because 
some Elements are not required to be addressed, there may be gaps in the numbering 
sequence of the Elements. Even though an Element may be required to be inserted in the 
summary because of the type of securities and issuer, it is possible that no relevant 
information can be given regarding the Element. In this case a short description of the 
Element is included in the summary with the mention of "not applicable". 
 

Section A – Introduction and Warnings 

A.1 Warning This summary should be read as an introduction to the 
Prospectus. Any decision to invest in the Shares should 
be based on consideration of the Prospectus as a whole 
by the investor. Where a claim relating to the 
information contained in the Prospectus is brought 
before a court, the plaintiff investor might, under the 

national legislation in its Member State, have to bear 
the costs of translating the Prospectus before the legal 
proceedings are initiated. Civil liability attaches only to 
those persons who have tabled the summary including 
any translation thereof, but only if the summary is 
misleading, inaccurate or inconsistent when read 

together with the other parts of the Prospectus or it does 
not provide, when read together with the other parts of 
the Prospectus, key information in order to aid investors 
when considering whether to invest in such securities. 

A.2 Resale or final 
placement of 

securities by 
financial 
intermediaries 

Not applicable; financial intermediaries are not entitled 
to use this Prospectus for subsequent resale or final 
placement of securities. 

 
Section B - Issuer 

B.1 Legal and 
commercial name 

Pareto Bank ASA is the Bank's legal name and Pareto 

Bank is the commercial name of the Bank. 

B.2 Domicile/Legal 
form/Legislation/Co
untry of 
incorporation  

Pareto Bank is a public limited liability company 
organised and existing under the laws of Norway 
pursuant to the Norwegian Public Limited Liability 
Companies Act. The Bank was incorporated in Norway 
on 19 January 2007, and the Bank's registration number 

in the Norwegian Register of Business Enterprises is 990 
906 475. 

B.3 Current operations, 
principal activities 
and markets 

Pareto Bank is a specialized commercial bank that 
focuses on medium-sized Norwegian enterprises. Its 
business is concentrated around real estate financing, 
corporate financing and financing of shipping and 
offshore. The Bank is a central player in financing of 

real estate development in Southeastern Norway. In 
addition, the Bank offers deposits and banking services 
to retail and corporate customers. The Bank has a 
licence as a commercial bank from the Norwegian FSA 
and is located in Oslo. 
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Real estate financing is the Bank's largest business 
area. The Bank is a well-respected player and has a 
sizable portfolio of projects within financing of 
residential and commercial property in Oslo and 

Southeast Norway. 

The Bank offers a range of financial solutions to 
corporate clients, including bridge financing in 
connection with investments and issues, M&A 
financing, MBO/LBO's, and financing of investments 
with guarantees from solid owners and Pareto 
Driftskreditt (En: "Pareto Receivables Financing").   

The Bank offers a wide range of securities financing 
products. The Bank primarily finances shares and short 
trades in shares listed on the Oslo Børs with a loan-to-
value of 0 to 80%. 

The Bank entered into the shipping & offshore market 
in 2011 and has since built a diversified portfolio. The 

rationale behind this was partly to take advantage of 
the Pareto Group's strong position within these 
markets and partly to serve an underserved market for 
smaller players in these sectors. The Bank has taken a 
cautious approach to lending in this market with a 
strict credit policy.  

It is the Bank's ambition to deliver profitable growth 
within its niche markets. Thus, a growth strategy 
within existing markets is targeted. The Bank's main 
non-financial target is to be Norway's leading project 
bank. 

Profitability is a cornerstone of the Bank's strategy: All 
loans shall fulfill the Bank’s target of a return on equity 

after tax of 15 % from day one. The Bank competes on 
quality of service rather than price. Its competitive 
advantage is to add value through efficiency and 
reliability, by being hands-on and personal, and by 
being credit experts with high knowledge of its niche 
markets. Combined with low costs, this makes the 

Bank highly profitable. 

Risk management and internal control are other key 
components of the Bank's strategy. The Bank has a 
relatively conservative risk profile and a high focus on 
thoroughness in all processes and in particular with 
respect to credit analysis, credit decisions follow-up of 
credits.  
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B.4a Significant recent 
trends affecting the 
issuer and the 
industry in which it 
operates 

Norwegian economic overview 
The long-term outlook in Norway seems to be one of 
firmer economic growth and satisfactory financial 
stability after a temporary cyclical trough in 2016/2017 
followed by the sharp fall in the oil price and thus also 
petroleum investment. Given the size of the petroleum 
and supplier industries in the country one might initially 
have expected the economic downturn to be more 
pronounced. However, because of Norway's relatively 
low dependence on governmental oil money spending, 
which again is due to the restrictive fiscal rule and 

regulatory framework around the Government Pension 
Fund Global, the authorities met the downturn with an 
expansionary fiscal and monetary policy. Due to the 
latter the credit appetite and debt servicing capability of 
both households and enterprises were maintained and 
this has supported the financial industry in Norway. The 
knock-on effect of a weak krone has also contributed to 

the recent upturn. 

Residential real estate market 
The Norwegian housing had an annual average rise in 
housing prices at 5.1% in the period from 2009 to 2018. 
The housing prices in Oslo increased 40% during 2015 
and 2016, decreased with 11% during 2017 and 
increased 2% during 2018. The real estate project 
finance market in Norway grew more than 4% per year 
from 2012 to 2017. Since March 2018 more than 16,000 
new dwellings were initiated in the Bank's core market. 

Commercial real estate market 
The growth in Oslo CBD office rents for 2018 was close 

to 10% overall. Oslo office vacancy will probably decline 
to below 5% by the end of 2019. The CBD vacancy is 
now at 3.3% after solid leasing activity throughout 
2018. The volume of new office buildings in Oslo will be 
close to 100,000 square metres in 2019.  

Corporate market 

The total bank loan volume within the corporate market 
has grown at an average rate of 4% per year from 2010 
to 2017. 

Shipping market 
Dry bulk have seen a weak market so far in 2019. The 
container market charter rates have seen some 
improvement so far in 2019. The tank and product and 
market proved challenging in 2018, but 2019 is off to a 
good start. The markets for shipping of natural gas and 
propane (LNG and LPG) both had a positive year in 
2018, and healthy market conditions is expected for 
2019 and 2020. Pure Car Truck Carriers (“PCTC”) saw 
signs of improvement in 2018 following a particularly 

challenging year in 2017. Chemical tanker sector 
remained under pressure in 2018. 

Offshore market 
The activity in the offshore market have had a downturn 
since the drop in oil pricing in 2014, but global E&P 
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spending and forecast is expected to increase with 
approximately 9% increase in 2020 to around USD 220 
billion. North Sea spot rates for both AHTS and PSV are 
below OPEX levels and now 24% of the North Sea fleet 
is laid up. 

B.5 The Group Not applicable. The Bank is not part of a group of 
companies, but it holds a proportion of capital in the 
empty shelf company Maud Eiendomsinvest AS (100%), 
Verdun Holding AS (to be renamed Verdun Sem & 
Johnsen Næring AS (17%)) and Nyeboliger AS (35%). 
It is financially and operationally independent of the 
Pareto Group.  

B.6 Persons having an 
interest in the 
issuer's capital or 
voting rights 

As of 19 June 2019, Pareto Bank had 924 shareholders. 
Major shareholders do not have different voting rights. 

Shareholders with ownership exceeding 5% must 
comply with disclosure obligations according to the 
Norwegian Securities Trading Act section 4-3. As of the 
date of this Prospectus the following shareholders have 
holdings exceeding 5%: Pareto AS, AF Capital 
Management AS and Sbentsen AS (which controls more 
than 5% through the ownership of 60% of the shares in 
K11 Investor AS and 60% of the shares in Rune Bentsen 
AS). 

 

B.7 Selected historical 
key financial 
information  

The following financial information has been extracted 
from the Bank's interim financial information as of and 
for the three month period ended 31 March 2019 (with 
comparable figures for the three month period 31 March 
2018) and the Bank's financial information as of and for 

the years ended 31 December 2018, 2017 and 2016. 

The Financial Statements incorporated by reference to 
this Prospectus, have been prepared in accordance with 
IFRS. The Interim Financial Statements incorporated by 
reference to this Prospectus have been prepared in 
accordance with IAS 34. 

Since 31 March 2019, there have been no significant 
changes in the Bank's financial position or trading 
position. 

 
* * * 

(Selected financial information follows overleaf) 
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Statement of comprehensive income: 

 
 Three months ended 

31 March 

Year ended 

31 December 

In NOK millions 
2019 

(unaudited) 

2018 

(unaudited) 

2018 

(audited) 

2017 

(audited) 

2016 

(audited) 

Interest income and similar income 222.9 168.0 752.8 680.3 618.7 

Interest expenses and similar expenses (60.3) (38.9) (198.4) (173.4) (202.8) 

Net interest income 162.6 129.1 554.4 507.0 415.9 

Commission income and income from banking 

services 1.8 2.3 11.8 11.6 15.2 

Commission expenses and expenses relating 

to banking services (0.4) (0.4) (1.6) (0.9) (0.6) 

Income from shareholdings in associated 

companies 0.0 1.2 4.4 3.0 2.5 

Net gain/(loss) on financial instruments at fair 

value 4.4 1.6 (5.9) 18.2 24.5 

Other operating income 0.5 0.1 0.1 0.1 0.3 

Net other operating income 6.2 4.9 8.8 32.0 42.0 

Total net income 168.8 134.0 563.2 539.0 457.9 

Payroll and other personnel expenses (21.2) (19.1) (74.6) (76.6) (61.6) 

Administrative expenses (6.3) (6.9) (23.4) (19.3) (18.4) 

Ordinary depreciation (2.1) (1.7) (7.6) (4.2) (4.3) 

Other operating expenses (5.4) (3.4) (14.4) (12.5) (14.6) 

Total operating expenses before 

impairments and losses (35.0) (31.0) (119.9) (112.6) (98.8) 

Operating profit before impairments and 

losses 133.9 103.0 443.3 426.4 359.1 

Impairments and losses on loans and 

guarantees (1.0) 2.7 (4.6) (11.4) (30.7) 

Pre-tax operating profit 132.9 105.6 438.7 415.0 328.5 

Tax expense (33.2) (26.4) (108.0) (102.4) (81.2) 

Profit for the period 99.7 79.2 330.8 312.6 247.3 

      

Items not reclassified to profit or loss 0.0 0.0 0.0 0.0 0.0 

Total profit for the period 99.7 79.2 330.8 312.6 247.3 

 
* * * 

(Selected financial information follows overleaf) 
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Selected balance sheet items: 

 
In NOK millions 

As of  

31 March 

As of 

31 December 

 2019 2018 2018 2017 2016 

ASSETS (unaudited) (unaudited) (audited) (audited) (audited) 

Cash and receivables from central banks 768.2 62.0 68.1 61.0 57.1 

Loans to and receivables from credit institutions 183.3 343.1 251.5 295.5 747.3 

Loans to customers 12,064.5 10,065.9 11,652.7 9,447.7 8,753.8 

Certificates and bonds 3,786.6 2,802.2 3,484.6 3,173.9 3,315.1 

Financial derivatives 19.3 30.9 13.7 11.6 12.7 

Shares, units and other securities 10.0 41.7 52.4 41.2 0.0 

Shareholdings in associated companies 37.5 37.2 37.5 36.0 14.7 

Intangible assets 34.0 34.5 35.1 30.2 24.9 

Deferred tax asset 7.6 2.8 7.6 2.8 12.0 

Tangible fixed assets 3.1 3.6 3.1 3.2 0.7 

Other assets 1.0 0.8 0.3 0.3 0.9 

Prepaid expenses and accrued income 3.7 8.9 0.3 0.6 1.6 

Assets 16,918.8 13,433.5 15,607.0 13,104.0 12,940.8 

      

LIABILITIES       

Deposits from credit institutions 12.1 460.5 0.2 200.2 4.1 

Deposits from customers  8.599,5 6,334.2 7,622.7 7,083.9 7,646.8 

Securitised debt 5,279.3 4,008.4 5,011.1 3,250.2 2,885.5 

Financial derivatives 16.8 17.8 47.0 46.0 55.8 

Tax payable 49.3 87.9 110.3 92.0 63.2 

Other liabilities 60.0 120.3 5.1 6.3 5.7 

Accrued expenses and prepaid income 25.8 23.2 32.3 29.1 24.2 

Subordinated loan capital  270.5 270.3 270.4 270.2 270.2 

Total liabilities 14,313.3 11,322.7 13,099.1 10,978.1 10,955.6 

Share capital 703.4 703.4 703.4 703.4 703.4 

Share premium reserve 424.6 424.6 424.6 424.6 424.6 

Reserve for unrealised gains 8.3 11.4 8.3 11.4 7.7 

Other equity 1,269.2 921.4 1,171.4 936.5 689.4 

Subordinated bonds 200.0 50.0 200.0 50.0 160.0 

Equity 2,605.5 2,110.8 2,507.8 2,125.9 1,985.2 

Equity and liabilities 16,918.8 13,433.5 15,607.0 13,104.0 12,940.8 

 

* * * 

(Selected financial information follows overleaf) 
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Condensed statement of cash flow: 

 
In NOK millions Three months ended 

31 March 

Year ended 

31 December 

 
2019 

(unaudited) 

2018 

(unaudited) 

2018 

(audited) 

2017 

(audited 

2016 

(audited) 

Cash flow from Operating activities      
Interest paid by central banks and credit institutions 6.5 3.8 4.8 3.0 3.6 

Payments made/received on customer deposits 973.1 (742.8) 524.1 (552.6) 1,191.9 

Interest paid on customer deposits (24.4) (25.3) (73.9) (103.2) (100.4) 

Payments made/received on loans to customers (404.8) (605.1) (2,192.9) (680.6) (794.6) 

Interest received on loans to customers 197.9 160.0 683.8 612.0 559.8 

Payments made/received on deposits from credit 

institutions 12.1 260.3 (200.1) 196.1 3.7 

Interest paid on deposits from credit institutions 0.1 0.2 (0.9) 0.8 (0.7) 

Payments made/received on certificates and bonds (304.3) 367.1 (318.2) 144.6 (997.3) 

Interest received on certificates and bonds 17.0 13.4 50.1 42.2 47.5 

Commission received (31.3) (45.9) (7.0) 9.4 57.1 

Commission paid 1.8 2.4 11.9 11.7 15.3 

Payments relating to operations (0.4) (0.4) (1.6) (0.9) (0.6) 

Tax paid (41.6) (41.0) (111.4) (114.0) (95.5) 

Interest paid by central banks and credit institutions (46.8) (30.3) (92.8) (63.2) (57.6) 

      

Net cash flow from operating activities 355.0 (683.6) (1,724.1) (494.7) (167.8) 

Investing activities   
   

Payments made on purchase of tangible fixed assets  (0.4) (0.8) (0.9) (3.0) (0.2) 

Payments made on purchases of intangible assets (0.5) (5.5) (11.5) (8.9) (3.0) 

Payments made/received on shares, units and other 

securities 42.8 (0.5) (8.3) (59.8) (3.9) 

Net cash flow from investing activities 41.8 (6.9) (20.8) (71.7) (7.1) 

Financing activities      

New share capital and additional paid-in capital 0.0 0.0 0.0 0.0 392.6 

Payments made in repayment of subordinated 

bonds 0.0 0.2 0.0 (109.5) 0.0 

Issued of subordinated bonds 0.2 0.0 149.8 0.0 0.0 

Payments received from issues/sales of securities 268.2 756.8 1,758.7 367.3 (132.0) 

Interest paid on securities debt  (28.3) (15.2) (91.3) (67.3) (88.1) 

Interest paid on subordinated loan capital (2.5) (2.2) (9.1) (9.1) (4.7) 

Interest paid on subordinated bonds (2.6) (0.6) (6.2) (4.3) (10.4) 

Dividend paid 0.0 0.0 (93.8) (58.6) 0.0 

Net cash flow from financing activities 235.1 739.0 1,708.0 118.5 157.5 

Cash flow for the period      

Cash and cash equivalents at the start of the period 319.6 356.5 356.5 804.3 821.8 

Cash and cash equivalents at the end of the period 951.5 405.1 319.6 356.5 804.3 

Changes in cash and cash equivalents 631.9 48.6 (37.0) (447.8) (17.4) 

 

 

B.8 Selected key pro 
forma financial 
information 

Not applicable. There is no pro forma financial 
information. 

 

B.9 Profit forecast or 
estimate 

Not applicable. No profit forecasts or estimates are 
made. 

B.10 Qualifications in the Not applicable. There are no qualifications in the audit 
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audit report  on the 
historical financial 
information 

reports. 

B.11 Working capital The Bank is of the opinion that the working capital 
available to the Bank is sufficient for the Bank's present 
requirements and for the period covering at least 12 
months from the date of this Prospectus. 

 
Section C - Securities 

C.1 Type and class of 

securities admitted 
to trading and 
identification 
number 

The Bank has one class of shares in issue and all shares 

provide equal rights in the Bank. Each of the Shares 
carries one vote. The Shares have been created under 
the Norwegian Public Limited Liability Companies Act 
and are registered in book-entry form with the VPS and 
carry the ISIN number NO0010397581. 

C.2 Currency  The Shares are denominated in NOK. 

C.3 Number of shares 
and par value 

The Bank's current share capital is NOK 703,436,256 
divided into 58,619,688 Shares of a nominal value of 
NOK 12 each. 

C.4 Rights attached to 
the securities 

The Bank has one class of shares, and each Share 
carries one vote and has equal rights to dividend. All the 
Shares are validly issued and fully paid. All of the Bank's 
shareholders have equal voting rights. 

C.5 Restrictions on free 
transferability 

The Articles of Association do not provide for any 
restrictions on the transfer of Shares, or a right of first 
refusal upon a transfer of Shares. Share transfers are 
not subject to approval by the Board of Directors. 

C.6 Admission to 
trading 

No application has been made for the listing of any of 
the Bank's securities on other markets than Oslo Børs. 

C.7 Dividend policy The Bank’s intention is to pay out minimum 25 % of 
profit after tax in dividend annually. It is also the Bank’s 
intention that the dividend payout is nominally stable or 
increasing each year. The Board of Directors adopted in 
2017 a dividend policy with a payout ratio ranging from 
0 to 50% of the Bank's profit after tax for a given year. 

The Board of Directors will adjust the Bank’s dividend 
policy according to the intention above and given a 
successful Private Placement. The actual dividend 
payout ratio will also depend on regulatory capital 
requirements.   

 
Section D - Risks 

D.1 Key information on 
the key risks that 
are specific to the 
issuer or its industry 

 

The key risks relating to the Bank and the industry in 
which it operates are the following: 

• The Bank is subject to risks relating to changes 

and the volatility of global and macroeconomic 

conditions, including risk of potential write-downs 

and losses due to any potential downturn in the 

residential and commercial real estate market, 

corporate market and/or the shipping market.  
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• Credit risk is the most significant type of risk that 

the Bank is exposed to (i.e. risk of loss due to 

default of a loan or guarantee commitment 

where the customer is not able to meet his or her 

obligations and of the collateral being able to 

cover the obligations). 

• The Bank is exposed to concentration risk, 

including single-name concentration (i.e. risk of 

customers with large exposures will become non-

performing or impaired or default on their 

commitments) and sectoral concentration (i.e. 

negative development of customers or entire 

business sectors in which the Bank has a 

relatively high share of commitments). 

• The Bank is exposed risk related to interest 

rates, foreign currency risk, credit spread risk 

and systemic risk. 

• The Bank is exposed to variations in funding 

costs and availability of funding. The bank is 

dependent on access to sufficient liquidity on 

acceptable terms in order to meet its obligations 

as they fall due and sufficient funding in order to 

carry out its lending business.  

• The Bank is exposed to operational risks related 

to systems and processes and inadequacy in 

internal control procedures. 

• The Bank's success depends on the continued 

service and performance of its management and 

other key employees and there is a risk that the 

Bank could fail to attract or retain such persons. 

• The Bank is exposed to material risks as a result 

of its operation in competitive markets. 

• The Bank relies heavily on IT systems and is 

exposed to the risk of failure or inadequacy in 

these systems. 

• The Bank is exposed to risk of information and 

communication technology crime and such crime 

may have an adverse effect on the Bank's 

business, reputation and results of operations. 

• The Bank may not be able to maintain sufficient 

insurance to cover all risks related to its 

operations. 

• The Bank is exposed to potential litigation, claims 

and compliance risks, risk related to money 

laundering activities and identity fraud and risk 

related to compliance with data protection 

regulations. 

 

The key risks relating to laws and regulations are the 
following: 
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• The Bank is exposed to changes in banking and 

financial services regulations and changes in the 

interpretation and operation of such regulations. 

• The Bank is subject to regulatory capital 

adequacy requirements and an increased level of 

risk could lead to an increase in its capital 

adequacy requirements, including but not limited 

to, the risk that the Bank may change its target 

CET1 and/or planning buffer, or that the 

Norwegian FSA could require the Bank to hold a 

buffer in addition to Pillar 2 requirements at a 

certain level in NOK or has a percentage or risk 

weighted assets.  

• The share capital of the Bank may be written 

down by the Bank's shareholders or the 

Norwegian authorities under the FEA. 

• The implementation of BRRD may impact the 

Banks access to senior debt funding. Costs of 

funding from these debt classes may be higher 

than the Bank's current market funding. In 

addition, perceived uncertainty regarding a 

bank's financial position may significantly limit its 

access to senior debt funding. 

• The implementation of the EU Market Abuse 

Regulations may lead to withholding of 

information to the public in certain distress 

scenarios.  

• The Bank is exposed to changes in tax or VAT 

laws and regulations and changes in the 

interpretation and operation of such regulations. 

 

Should any of these risk materialize, individually or 
together with other circumstances, they could have a 
material and adverse effect on the Bank and its 
business, financial condition, result of operations, cash 
flows and/or prospects, which could cause a decline in 
the value and trading price of the Bank's shares, 
resulting in the loss of all or part of an investment in the 
Banks shares. 

D.3 Key information on 
the key risks that 
are specific to the 
securities 

 

The key risks relating to the  Subsequent Offering and 
the Shares: 

• Eligible Shareholders who do not participate in 

the Subsequent Offering may experience 

significant dilution in their shareholding. 

• If the Subsequent Offering is withdrawn, the 

Subscription Rights will no longer be of value. 
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• The price of the Shares may fluctuate 

significantly, which could cause investors to lose 

a significant part of their investment 

• The Bank's ability to pay dividends is dependent 

on the availability of distributable reserves and 

the Bank may be unwilling or unable to pay any 

dividends in the future regardless of availability 

of distributable reserves. 

• Future sales, or the possibility for future sales, 

including by existing shareholders, of substantial 

number of shares may affect the Shares' market 

price. 

• Future issuances of Shares or other securities 

may dilute the holdings of shareholders and 

could materially affect the price of the Shares. 

• Pre-emptive rights to secure and pay for Shares 

in any additional issuance may not be available 

to U.S. or other shareholders. 

• Investors may not be able to exercise their 

voting rights for Shares registered in a nominee 

account. 

• Investors may be unable to recover losses in civil 

proceedings in jurisdictions other than Norway. 

• Norwegian law may limit shareholders' ability to 

bring an action against the Bank. 

• The transfer of Shares is subject to restrictions 

under the securities laws of the United States 

and other jurisdictions. 

• Shareholders outside of Norway are subject to 

exchange rate risk. 

• Market interest rates may influence the price of 

the Shares. 

• Limited liquidity in the trading market for the 

Shares could have a negative impact on the 

market price and ability to sell Shares. 

 

Should any of these risk materialize, individually or 

together with other circumstances, they could have a 

material and adverse effect on the Bank and its 

business, financial condition, result of operations, cash 

flows and/or prospects, which could cause a decline in 

the value and trading price of the Bank's shares, 

resulting in the loss of all or part of an investment in the 

Banks shares. 

 
Section E - Offer 

E.1 Net proceeds and 
expenses  

Transaction costs and all other directly attributable 
costs in connection with the Private Placement that will 
be borne by the Bank is estimated to approximately 
NOK 12.7 million, thus resulting in net proceeds of 
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approximately NOK 387,3 million. 

Transaction costs and all other directly attributable 
costs in connection with the Subsequent Offering that 
will be borne by the Bank is estimated to approximately 

NOK 0.4 million, thus resulting in net proceeds of up to 
approximately NOK 39.6 million (based on the 
assumption that all the Offer Shares are subscribed for 
at the Offer Price). 

E.2a Use of proceeds The net proceeds of the Private Placement will be used 
for continued profitable growth. The Bank considers the 
markets in which it operates to be attractive, and has a 
healthy pipeline and solid access to new business. The 
net proceeds will also be used to secure a more stable 
dividend policy and to strengthen the regulatory capital 
in order to maintain readiness for any potential future 
increase in regulatory capital requirements.  

E.3 Terms and 
conditions of the 
offer 

The Subsequent Offering consists of an offer by the 
Bank to issue up to 1,081,081 Offer Shares at a 
subscription price of NOK 37.00 per Offer Share, 
thereby raising gross proceeds of up to approximately 
NOK 40 million.  

Eligible Shareholders who are registered in the Bank's 
shareholder register in the VPS as of the end of the 

Record Date will be granted tradable Subscription 
Rights. The Subscription Rights will give Eligible 
Shareholders a preferential right to subscribe for and be 
allocated Offer Shares in the Subsequent Offering. 
Over-subscription is allowed; however there can be no 
assurance that Offer Shares will be allocated for such 
subscriptions. Subscription without Subscription Rights 
will not be permitted. 

Eligible Shareholders will be granted 0.074335  
Subscription Rights for each Eligible Share, rounded up 
to the nearest whole Subscription Right. Each 
Subscription Right will give the right to subscribe for one 
(1) Offer Share in the Subsequent Offering. The 
Subscription Period commences on 28 June 2019 and 
expires on 12 July 2019 at 12:00 hours (CET). 
Subscription Rights that are not used to subscribe for 
Offer Shares before expiry of the Subscription Period will 
have no value and will lapse without compensation. 

The timetable set out below provides certain indicative 
key dates for the Subsequent Offering: 

 
Last day of trading in the Shares 

including Subscription Rights ...............  5 June 2019 

First day of trading in the Shares 

excluding Subscription Rights ..............  6 June 2019 

Record Date ......................................  7 June 2019 

Subscription Period and trading in 

Subscription Rights commences ...........  28 June 2019 

Subscription Period ends .....................  12 July 2019 at 12:00 

hours (CET) 
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Allocation of the Offer Shares ..............  Expected on or about 

12 July 2019 

Publication of the results of the 

Subsequent Offering...........................  

Expected on or about 

12 July 2019 

Distribution of allocation letters ...........  Expected on or about 

15 July 2019 

Payment Date ...................................  18 July 2019 

Registration of the share capital increase 

pertaining to the Subsequent Offering ..  23 July 2019 

Delivery of the Offer Shares ................  Expected on or about 

23 July 2019 

Listing and commencement of trading in 

the Offer Shares on the Oslo Børs ........  

Expected on or about 

23 July 2019 

The above dates are indicative and subject to change. 
No actions will be taken to permit a public offering of 
the Subscription Rights and the Offer Shares in any 
jurisdiction outside Norway.  

 

E.4 Material interests in 
the offer 

In connection with the Subsequent Offering, Board 
members and members of the Executive Management 
may receive Subscription Rights (if they are Eligible 
Shareholders) and may exercise their right to take up 

such Subscription Rights and subscribe for Offer Shares, 
and, in that capacity, may retain, purchase or sell Offer 
Shares and any other securities of the Bank or other 
investments for their own account and may offer or sell 
such securities (or other investments) other than in 
connection with the Subsequent Offering. The Manager 
does not intend to disclose the extent of any such 

investments or transactions other than in accordance 
with any legal or regulatory obligation to do so. 

The Managers and their affiliates have provided from 
time to time, and may provide in the future, investment 
and commercial banking services to the Bank and its 
affiliates in the ordinary course of business, for which 
they may have received and may continue to receive 
customary fees and commissions. The Managers, their 
employees and any affiliate may currently own Shares 
in the Bank. The Managers do not intend to disclose the 
extent of any such investments or transactions 
otherwise than in accordance with any legal or 
regulatory obligation to do so. 

The Managers will receive a success fee of a fixed 
percentage of the gross proceeds raised in the Offering 
and, as such, have an interest in the Subsequent 
Offering. 

The Bank also has certain other agreements relating to 

its ongoing business with the Manager and its affiliated 
companies as further described in Section 12 "Related 
Party Transactions". Pareto AS, an affiliate of the 
Manager, owns 16.51% of the Bank's shares, and 
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employees of Pareto AS or the Manager may currently 
own shares in the Bank.  

Beyond the above-mentioned, the Bank is not aware of 
any interest, including conflicting ones, of any natural 
or legal person in the Offering. 

E.5 Selling shareholders 
and lock-up 
agreements 

Not applicable. There are no selling shareholders or 
lock-up arrangements in connection with the Private 
Placement or the Subsequent Offering.  

E.6 Dilution Shareholders not participating in either the Private 
Placement or the Subsequent Offering are subject to a 
dilution of approximately 16.9% assuming full 
subscription in the Subsequent Offering and including 
the dilution effect of the Private Placement 

E.7 Estimated expenses 
charged to investor 

Not applicable. Expenses related to the Private 
Placement and the Subsequent Offering will not be 

charged to the subscribers by the Bank. 
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2. RISK FACTORS 

An investment in the Bank and the Shares involves inherent risks. Before making an 
investment decision with respect to the Shares, investors should carefully consider the risk 
factors set forth below and all information contained in this Prospectus, including the 
Financial Statements and related notes. The risks and uncertainties described in this 
Section 2 are the principal known risks and uncertainties faced by the Bank as of the date 
hereof that the Bank believes are relevant to an investment in the Shares. 
 
An investment in the Shares is suitable only for investors who understand the risks 
associated with this type of investment and who can afford to lose all or part of their 
investment. The absence of negative past experience associated with a given risk factor 
does not mean that the risks and uncertainties described in that risk factor are not a 
genuine potential threat to an investment in the Shares. If any of the following risks were 
to materialise, individually or together with other circumstances, they could have a material 
and adverse effect on the Bank and/or its business, financial condition, results of 
operations, cash flows and/or prospects, which could cause a decline in the value and 
trading price of the Shares, resulting in the loss of all or part of an investment in the 

Shares.  
 
The order in which the risks are presented does not reflect the likelihood of their occurrence 
or the magnitude of their potential impact on the Bank's business, financial condition, 
results of operations, cash flows and/or prospects. The risks mentioned herein could 
materialise individually or cumulatively. The information in this Section 2 is as of the date 
of this Prospectus.  

 Risks related to the business of the Bank and the industry in which the 
Bank operates 

 The Bank is exposed to economic conditions 

The Bank's activities exposes the Bank to economic conditions. The Norwegian and global 

capital and credit markets can be volatile from time to time. This volatility may cause a 
material adverse effect on the international banking sector's performance and lead to 
reduced liquidity and increased credit risk premiums for many market participants. The 
Bank has had good access to domestic capital markets funding, but any recurrence or 
relapse of the type of volatility, disruption or deterioration in the local/global 
macroeconomic environment, or a slow and drawn-out recovery, may have a material 
adverse effect on the Bank's ability to access capital and/or its business, results of 
operations and/or financial condition. 

As the Bank's revenue is derived almost entirely from customers based in Norway, 
deterioration of macroeconomic conditions in Norway may have a material adverse effect 
on the Bank's business, results of operations and financial condition. If Gross Domestic 
Product ("GDP") does not grow at expected levels, or if unemployment or inflation increase 
or oil prices or asset values decline, businesses could be adversely affected. In addition to 

reducing demand for the Bank's products and services, the quality of the Bank's credit 
portfolio could be adversely affected and the Bank could experience credit losses.  

The majority of the Bank's lending is within real estate financing, corporate financing, 
securities financing and financing of shipping & offshore. A negative macroeconomic 
development impacting these businesses areas will therefore have a material adverse 
effect on the Bank's business, results of operations and/or financial condition. 

The Norwegian housing market has developed strongly since the financial crisis, with 
periods of strong growth in the market in Oslo. A shortage of supply in urban areas as well 
as increased household buying power has led to new housing development. There is a risk 
that housing prices will fall or that oversupply will cause development activity to decrease, 
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leading to a fall in demand for the Bank's lending as well as potential write-downs and 
losses on project loans. 

The commercial property market reflects the economy. The market in the Oslo region has 
experienced strong and steady growth and may be at the peak of an economic cycle. There 
is a risk of a downturn in the commercial property market, which may impact both the 
Bank's lending volumes and potentially increase write-downs and losses on commitments. 

A negative development in the Norwegian economy, including a lower than expected 
growth in GDP or developments in unemployment or inflation, or a fall in stock asset values 
may negatively impact the creditworthiness of Norwegian enterprises and may lead to a 
risk of increased write-downs or losses in the Bank's corporate financing clients. 

The shipping sector is driven, among other things, by growth in international trade. A 
downturn in the global economy may negatively impact world trade in turn result in 
material adverse effect on the shipping industry, as well as values of ships and other assets 
that serve as collateral for credit providing to lenders within this industry. A significant 
impact on shipping companies' profitability and on their respective credit facility may lead 

to a material adverse effect in impairments and/or losses experienced by the Bank on its 
loan portfolio within this sector. 

Based on the development in oil prices over the recent years and the resulting low level of 
activity in the oil and offshore sector, there is a substantial risk of loan losses in the offshore 
segments for Norwegian financial enterprises with loan portfolios exposed within these 
segments. The Bank however, does not currently have any exposure to the offshore sector. 

 The Bank is exposed to credit risk 

Credit risk is the most significant type of risk that the Bank is exposed to. Credit risk is the 
risk of loss due to default of a loan or guarantee commitment where the customer is not 
able to meet his or her obligations and of the collateral being unable to cover the 
obligations. 

A loan or commitment may become non-performing if the customer has failed to pay 
instalments payable on the loan within 90 days, or when amounts overdrawn on credit 
lines are not redeemed as agreed within 90 days after the credit line was overdrawn. A 
commitment may become impaired which there is objective evidence of loss. Commitments 
may in some cases be impaired even though they are not classified as non-performing. 
Write-downs and losses can have a negative impact on the Bank's profits. 

Loans or commitments may become impaired due to factors specific to the customer, such 
as losses, lack of liquidity or a downturn in the customer's personal economic situation or 
business. Adverse changes in the credit quality or behaviour of the Bank's borrowers or 
other counterparties could reduce the value of the Bank's assets and increase the Bank's 
write-downs and allowances for impairment losses. The overall credit quality profile of the 
Bank's borrowers and other counterparties can be affected by a range of macroeconomic 
events and other factors, including increased unemployment, reduced asset values, lower 

consumer spending, increased customer indebtedness, increased interest rates and/or 
higher default rates. 

The Bank classifies all its commitments in a risk classification along two dimensions: the 
debtor dimension and the collateral dimension. In the debtor dimension, the customer's 
repayment ability is assessed, i.e., the customer's cash flow and the quality of this cash 
flow, as well as the customer's financial strength. In the collateral dimension, the bank 

assesses the quality of the collateral, its liquidity and its ability to withstand fluctuations in 
market value over time. 

The Bank takes a proactive approach to the risk it undertakes at all times. The risk 
associated with credit risk must be calculated and comprehensible, and it must be possible 
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to calculate the Bank's exposure as a specific amount. Risk management 
systems/procedures have been established to monitor the risk undertaken by the Bank. 

The Bank calculates provision for expected credit losses based on a three-stage model 
according to the IFRS 9 standard. Impairments are based on expected losses on loans to 
customers, contingent liabilities (contract and payment guarantees) and undrawn credit 
lines. These provisions impact the Bank's write-down costs.  

See Section 7.10.2 "Risk management" for a further description of the Bank's classification 
and management of credit risk.  

 The Bank is exposed to concentration risk 

The Bank is exposed to concentration risk in its lending exposure. Concentration risk is 
composed of two kinds of risk: single-name concentration and sectoral concentration.  

Single-name concentration is the risk that the exposures of one or more single customer 
or consolidated groups with large exposures will become non-performing or impaired or 
default on their commitments. Due to the nature of the Bank's business model, in relative 
terms, the Bank holds a limited number of credit commitments which are generally 
somewhat larger in size than those of other banks. The impairment of one or more large 
single commitments may cause the Bank to make larger than expected write-downs or 
losses. The Bank's credit policy limits the size of commitments to individual customers and 
consolidated groups. 

Sectoral concentration is the risk of negative development of an entire business sector or 

sectors in which the Bank has a relatively high share of commitments. The Bank is a 
specialized lender and provides financial services in a few sectors including the financing 
of residential and commercial real estate, corporate financing and shipping and offshore 
financing. These sectors may be adversely affected by factors such as a fall in housing 
prices, a fall in commercial property prices, a decrease in domestic economic activity, a 
decline in the oil market or a deterioration of world trade and economic activity. 
Impairments on commitments in the same sector may be correlated and such downturns 

in a single sector may cause the Bank to make write-downs or losses in several 
commitments. 

The Bank takes a proactive approach to the diversification of its lending portfolio in terms 
of sectors, collateral and the size of individual commitments. The Bank endeavours to 
diversify between the various sectors and to avoid risk in industries in which it lacks the 
necessary expertise or is uncertain about the future level of risk. 

 The Bank is exposed to risk related to interest rates 

The Bank's business is exposed to risk related to decrease in interest rate margins as 
changes in interest rate spreads between lending rates and market rates may materially 
affect the interest rate margin realised between lending and borrowing costs. Changes in 
interest rate spreads may directly impact the Bank to the extent they cause yields on 

interest-earning assets, and rates paid on interest-bearing liabilities, to change 
disproportionately or unexpectedly, or otherwise affect the Bank's funding costs. The 
Bank's main funding cost is interest paid on customer deposits and money market funding, 
whereas the main interest income comes from customer lending and interest bearing 
securities. When the timing of lending or deposit rate adjustments do not match, e.g. an 
increased spread in the funding market is not possible to transfer to customer lending, this 
can affect income adversely until the next spread adjustment. 

Changes in interest rates may also affect the values of fixed-rate loans, deposits and 
derivative instruments. The Bank has policies in place to identify and reduce interest rate 
risk. There is also the risk that liquidity in interest rate markets related to the NOK will dry 
up, making it difficult or impossible to hedge currency risk or settle existing hedges. 
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 The Bank is exposed to variations in funding costs and availability of funding 

The Bank is dependent on access to sufficient liquidity on acceptable terms in order to be 
able to meet its obligations as they fall due. This liquidity risk is inherent in banking 
operations and can be heightened by a number of enterprise-specific factors, including 
over-reliance on a particular source of funding (including, for example, short-term and 
overnight funding), changes in credit ratings or market-wide phenomena such as market 
dislocation and major disasters. Furthermore, the Bank is dependent on sufficient funding 
in order to carry out its lending business. The Bank has policies in place to identify and 
reduce liquidity and refinancing risks. 

The Bank's funding requirements are primarily covered through customer deposits. 

Deposits are subject to fluctuation due to certain factors outside the Bank's control, such 
as loss of customer confidence and competitive pressures, and as a result, the Bank could 
experience a significant outflow of deposits within a short period of time. In addition, any 
uncertainty regarding the Bank's financial position may lead to withdrawal of deposits, 
resulting in a funding deficit for the Bank. 

The Deposit Guarantee Scheme Directive 2014/49/EC ("DGSD") was set in force within 

the EU 31 December 2018 and imposed a harmonised level of deposit guarantee of EUR 
100,000. It is currently unclear whether Norway may uphold its level of deposit guarantee. 
For the time being, the Norwegian guarantee scheme provides for a deposit guarantee 
corresponding to NOK 2,000,000 (about EUR 200,000). A change in the scheme may have 
a material adverse effect on the Bank’s funding. 

There is a further risk that corporate and institutional counterparties may take measures 
to reduce their credit exposures to banks, given current and recent risk aversion trends. 

The Bank's second funding source is senior unsecured debt, mainly from domestic lenders. 
The market for unsecured senior loans to banks is subject to fluctuation due to certain 
factors outside the Bank's control, such as loss of investor confidence in the banking sector, 
competitive pressures, regulatory matters and other macro factors, and as a result, the 
Bank could experience increased costs and/or limit availability in financing and refinancing 
opportunities for its senior debt. 

The Bank's exposure to short-term and overnight funding is limited. However, the Bank 
does rely from time to time on certain facilities and committed credit. Should these become 
restricted or available only at a high cost, the Bank may experience difficulty in meeting 
its obligations. 

If the Bank has difficulty in securing adequate sources of short- and long-term funding, 
this could have a material adverse effect on its business, financial condition and/or results 
of operations. 

 The Bank is exposed to foreign currency risk 

The Bank has a number of loans and deposits in foreign currencies, including but not limited 

to USD, EUR, SEK, DKK, GBP and CHF. Foreign currency rates in financial markets are 
volatile and fluctuate rapidly. In addition, there is a risk of devaluation or revaluation of 
foreign currencies. Changes in currency rates could cause the Bank's assets to decrease or 
liabilities to increase in value. The Bank has internal policies in place to manage and 
mitigate this risk by hedging currency risk in financial markets. However, there can be no 
assurances that these hedging activities will be effective in part or in full, and hedge 
counterparties are subject to credit risk. There is also the risk that liquidity in currency 

markets related to the NOK will dry up, making it difficult or impossible to hedge currency 
risk or settle existing hedges. In addition, currency rate movements will affect the size of 
the Bank's balance sheet and can therefore increase the Bank's capital requirements. 
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 The Bank is exposed to credit spread risk 

The Bank invests the majority of its surplus liquidity in bonds and to a lesser extent in 
mutual funds. This exposes the Bank to changes in credit spreads. The price of a bond is 
related directly and inversely to its credit spread, and these credit spreads can fluctuate in 
the market due to changes in general macroeconomic conditions, issuer-specific conditions, 
liquidity or market sentiment. The Bank measures and limits its credit spread risk exposure. 
However, larger changes to credit spreads than anticipated can cause larger than expected 
losses on these investments. 

 The Bank is exposed to systemic risk 

Given the high level of interdependence between financial enterprises, the Bank is and will 
continue to be subject to the risk of deterioration of the commercial and financial 
soundness, or perceived soundness, of other financial enterprises. Within the financial 
services industry, the default of any one enterprise could lead to defaults by other 
enterprises. Concerns about, or a default by, one enterprise could lead to significant 
liquidity problems, losses or defaults by other enterprises, because the commercial and 
financial soundness of many financial enterprises may be closely related as a result of their 

credit, trading, clearing or other relationships. This risk is sometimes referred to as 
"systemic risk" and may adversely affect financial intermediaries, such as clearing 
agencies, clearing houses, banks, securities firms and exchanges with whom certain of the 
Bank's subsidiaries interact on a daily basis. 

Systemic risk could have a material adverse effect on the Bank's ability to raise new funding 
and on its business, financial condition, results of operations, liquidity and/or prospects. 

 The Bank is exposed to operational risks related to systems and processes and 
inadequacy in internal control procedures 

The Bank depends on a number of operations every day. The success of the Bank depends 
on its ability to handle and report these operations efficiently and accurately. The Bank is 
exposed to operational risks such as failure or inadequacies in internal processes and 

systems (including, but not limited to, financial reporting and risk monitoring processes), 
equipment, IT infrastructure, documentation of transactions or agreements with third 
parties, failure to protect material and immaterial assets and employee errors. Further, the 
Bank may fail to obtain or maintain proper authorisations, or comply with regulatory 
requirements (including, not limited to, data protection and anti-money laundering 
regulations). 

The Bank is also exposed to operational risks due to customer complaints and failure in 
external systems. In addition, many financial enterprises, including the Bank, may be 
negatively impacted by fraudulent acts or violations of internal instructions committed by 
their own employees. The Bank cannot predict whether such instances of internal fraud will 
occur or, if they were to occur, the extent to which these acts would negatively impact it. 
There can be no assurance that the risk controls, loss mitigation and other internal controls 
or actions in place across the Bank will be effective in managing each of the operational 
risks faced by it.  

The Bank mitigates operational risk through three lines of defence: the employees and 
management of the Bank, the risk control and compliance function, and the internal 
auditors. Policies are in place to identify and reduce operational risk and to put in place a 
healthy culture. 

Some of the risk mitigating measures used by the Bank is based on historical information. 
In order to mitigate risk, the Bank has implemented, amongst other, a compliance function, 
a risk controller function, an independent internal audit function, and a comprehensive set 
of policies, routines and guidelines and it has developed an internal control culture. Future 
development may significantly differ from observed historical development; there is a risk 
that such measures are inadequate in predicting future risk exposure. Furthermore, risk 
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management methods may rely on estimates, assumptions and available information that 
may be incorrect or outdated. If the risk management is insufficient or inadequate, this 
could have a material adverse effect on the Bank. Should any of the operational risks 
mentioned above materialise, this could lead to both reputational and financial damage, 
and could have a material adverse effect on the Bank's business, financial situation, 
liquidity and/or results of operations. 

 The Bank could fail to attract or retain management or other key employees 

The Bank's success depends on the continued service and performance of its key 
employees, particularly its senior management, and its ability to attract, retain and develop 

talent and specialists. Competition for the best employees from within the financial sector, 
including from other financial enterprises, and from businesses outside the financial 
services industry, is significant. If the Bank is not able to retain and attract sufficient 
personnel with the appropriate qualifications, this could have a material adverse effect on 
the business of the Bank. Furthermore, loss of key personnel and management could have 
a material adverse effect on the continued success of the Bank's business, financial 
position, results of operations and/or prospects. 

 The Bank is exposed to material risks as a result of its operation in competitive 
markets 

The Bank operates in niche markets with smaller customers who are to a large degree less 
attractive to large banks even when they compete in similar markets. The competitive 
landscape may change. There are a number of new smaller and niche banks starting up, 
and should any existing or future banks become strong competitors it could result in a 
smaller market share for the Bank. Also, large banks increase their attention to smaller 
customers and this would also strengthen competition and threaten the Bank's volumes 
and business strategy going forward. 

 The Bank relies heavily on IT systems and is exposed to the risk of failure or 
inadequacy in these systems 

The Bank relies heavily on the uninterrupted operation of its IT systems for the efficient 
running of its business and operations, and, in particular in order to offer customers an 
online bank with 24-hour availability. Further, the Bank relies on certain financial 
infrastructure services that are widely used in the Norwegian financial services market to 
process payments and transactions. Furthermore, the Bank depends on a few third party 
providers for the supply of important IT services to the Bank, such as EVRY ASA and Jakob 
Hatteland Solutions AS. Changes in regulatory or operational requirements may imply 

material changes to the Bank's current IT systems and could further lead to a change in 
the systems and solutions provided to the Bank by its third party providers.  

Despite the contingency plans and facilities that the Bank has in place, its ability to conduct 
business may be adversely impacted by a disruption in the infrastructure that supports the 
business of the Bank, some of which are beyond the Bank's control. Any failure, 
inadequacy, interruption or security failure of those systems, or the failure to seamlessly 

maintain, upgrade or introduce new systems, could harm the Bank's ability to effectively 
operate its business and increase its expenses and harm its reputation. There is a risk that 
customers, as a result of interruptions in the digital bank, terminate their relationship with 
the Bank. These risks may in turn have a material adverse effect on the Bank's financial 
condition, results of operations and/or prospects. 

 The Bank is exposed to risk of information and communication technology crime 
and such crime may have an adverse effect on the Bank's business, reputation 
and results of operations 

Like other financial enterprises, the Bank's activities have been, and are expected to 
continue to be, subject to an increasing risk of information and communication technology 
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("ICT") crime in the form of Trojan attacks and denial of service attacks, the nature of 
which is continually evolving.  

Cyber security risks are foremost related to the Bank's internet bank users and include 
potential unauthorized access to privileged and sensitive customer information, including 
internet bank credentials as well as account and credit card information.  

The Bank may experience security breaches or unexpected disruptions to its systems and 
services in the future, which could in turn, result in liabilities or losses to the Bank, its 
customers and/or third parties and have an adverse effect on the Bank's business, 
reputation and results of operations. 

 The Bank may not be able to maintain sufficient insurance to cover all risks related 

to its operations 

The Bank's business is subject to a number of risks, including, but not limited to fraud, 
disruption in the infrastructure, human errors, litigation and changes in the regulatory 
environment. Such occurrences could result in financial losses and possible legal liability. 
Although the Bank seeks to maintain insurance or contractual coverage to protect against 
certain risks in such amounts as it considers reasonable, its insurance may not cover all 
the potential risks associated with the Bank's operations, which could have a material and 
adverse effect on the Bank's business, financial condition, results of operations and/or 
prospects. 

 The Bank is exposed to potential litigation, claims and compliance risks 

The Bank may in the future become involved in various disputes and legal, administrative 
and governmental proceedings in Norway and other jurisdictions that potentially could 
expose the Bank to losses and liabilities. 

 The Bank is exposed to risk related to money laundering activities and identity 

fraud 

In general, the risk that banks will be subjected to or used for money laundering has 
increased worldwide. The turnover of employees can create challenges in consistently 
implementing relevant policies and technology systems. The risk of future incidents in 
relation to money laundering and sanctions from regulatory authorities always exists for 
financial enterprises. Any violation of anti-money laundering rules, or even the suggestion 
of violations, may have severe legal and reputational consequences for the Bank and may, 
as a result, adversely affect the Bank's business and/or prospects. 

 The Bank is exposed to risk related to compliance with data protection regulations 

The EU General Data Protection Regulation (the “GDPR”) was implemented in Norwegian 
law through adoption of the Personal Data Act of 15 June 2018 No. 38, taking effect from 
20 July 2018. Although a number of basic existing principles will remain the same, the 
GDPR introduces new obligations on data controllers and rights for data subjects, including, 
among others (i) accountability and transparency requirements, which will require data 
controllers to demonstrate and record compliance with the GDPR and to provide more 
detailed information to data subjects regarding processing, (ii) enhanced data consent 
requirements, which may include “explicit” consent, (iii) limit the amount of information 
collected, processed, stored and its accessibility, (iv) constraints on using data to profile 
data subjects, (v) providing data subjects with personal data in a useable format on request 
and erasing personal data in certain circumstances, (v) risk assessments, taking into 

account use of cloud services and cross-border data transfers; and (vi) reporting of 
breaches without undue delay (72 hours where feasible).  

The GDPR also introduces new fines and penalties for a breach of requirements, including 
fines for serious breaches of up to the higher of 4% of annual worldwide turnover or EUR 
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20 million and fines of up to the higher of 2% of annual worldwide turnover or EUR 10 
million (whichever is highest) for other specified infringements. The GDPR identifies a list 
of points to consider when imposing fines (including the nature, gravity and duration of 
the infringement). Recent cases show that Norwegian authorities will enforce non-
compliance with GDPR. Fines of MNOK 2 and MNOK 1,5, respectively, have been imposed 
in 2019 on data controllers for incompliance including lack of risk mitigating measures in 
relation to IT outsourcing. Use of cloud services is common in the financial sector. 

European practice indicates that data protection authorities will strengthen its focus on 
data minimization (routines for deletion), data protection impact assessments (risk-based 
internal control) and individual's rights (subject access requests, data portability, etc.). 
Those requirements are particularly relevant for the financial sector. 

There is a risk that the measures will not be implemented correctly or that individuals 
within Pareto Bank will not be fully compliant with the new procedures. If there are 
breaches of these measures, Pareto Bank could face significant administrative and 
monetary sanctions as well as reputational damage and claims for damages from 
individuals, which may have a material adverse effect on its operations, financial condition 

and prospects. 
 

 Risk related to the collaboration with Pareto Securities AS 

Pareto Bank is financially and operationally independent of Pareto AS and its affiliated 
companies, including the Norwegian investment firm Pareto Securities AS, (the "Pareto 
Group"). However, within the securities & corporates and shipping & offshore segments, 
clients/deals are from time to time sourced from Pareto Securities AS.  

With regards to securities financing Pareto Bank and Pareto Securities AS entered into an 
agreement on 20 September 2007, and this was revised and replaced by a cooperation 
agreement entered into on 1 July 2017 which provides the framework for such 
collaboration. Please refer to Section 12.2.2 "Cooperation agreements with Pareto 

Securities AS" for more information on this agreement. The Bank does not consider the 
collaboration between Pareto Securities AS and the Bank as important for the Bank´s 
overall business. 

 Risk related to laws and regulations  

 The Bank is exposed to changes in banking and financial services regulations and 

changes in the interpretation and operation of such regulations 

The Bank is subject to financial services laws, regulations, administrative actions and 
policies in Norway. Changes in supervision and regulation in Norway and in the European 
Union ("EU")/the European Economic Area ("EEA"), could materially affect the Bank's 
business, the products and services offered or the value of its assets. Future changes in 
regulation, fiscal or other policies can be unpredictable and are beyond the control of the 
Bank. 

Areas where changes or developments in regulation and/or oversight could have a material 
adverse impact include, but are not limited to (i) changes in monetary, interest rate and 
other policies, (ii) general changes in government and regulatory policies or regimes which 
may significantly influence investor decisions or increase the costs of doing business in 
Norway, (iii) changes in competition and pricing environments, (iv) differentiation among 

financial enterprises with respect to the extension of guarantees to bank deposits and 
borrowings from customers and the terms attaching to such guarantees, (v) increased 
financial reporting requirements and (vi) changes in regulations affecting the Bank's 
current structure of operations. Financial regulators responding to future crisis or other 
concerns may adopt new or additional regulations, imposing restrictions or limitations on 
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banks' operations, including, but not limited to, increased capital requirements, disclosure 
and/or reporting standards or restrictions on certain types of transaction structures. 

Although the Bank works closely with its regulators and continues to monitor the legal 
framework, future changes in the Norwegian FSA's or other government agencies' 
interpretation or operation of existing legislation or regulation can be unpredictable and 
are beyond the control of the Bank. 

A non-exhaustive overview of the current regulatory framework for the Bank, including the 
main future developments, is described in Section 7.16 "Regulatory overview" below. 

 The Bank is subject to regulatory capital adequacy requirements and an increased 
level of risk could lead to an increase in its capital adequacy requirements 

The global financial market turbulence in 2008-2009 gave rise to international focus on 
certain issues identified as contributors to the crisis. This resulted in the Basel III accord 
and subsequent changes in the European regulatory framework including the new capital 
adequacy rules of Directive 2013/36 and Regulation 575/2013 (together referred to as 
"CRD IV"). 

On 29 January 2019 it was decided to incorporate CRD IV into the EEA Agreement. Entry 
into force is currently pending fulfilment of constitutional requirements from the EEA 
member states. However, Norway has already implemented the main provisions of CRD IV 
and CRR into the Norwegian Act on Financial Enterprises and Financial Groups of 10 April 
2015 No. 17 ("FEA"), and adherent regulations.   

In addition to the risk weighted capital requirements, the new set of legislations also 
include a non-risk capital requirement ("leverage ratio"), which came into effect in 
Norway June 2017. The minimum leverage ratio requirement has been set at 3.0% with a 
requirement for all Norwegian banks to have an additional buffer of 2.0% and a further 
1.0% for the banks which are deemed systemically important.  

The CRD IV/CRR framework also includes liquidity requirements. Liquidity Coverage Ratio 

("LCR") was introduced 2016 onwards, with gradual implementation. An additional Net 
Stable Funding Ratio ("NSFR") was implemented in December 2018.  

The Bank may in the future be subject to increases in capital and liquidity requirement as 
well as other regulatory requirements and constraints. Norway has implemented the main 
provisions of CRD IV and CRR and adherent regulations. Nevertheless, entry into force of 
the CRD IV and CRR may impact the Bank's risk weighting of loan exposures. Should 
exposures to corporates related to building and construction be reclassified as “speculative 
immovable property financing" as defined in CRR Article 4(1)(79), they would be 
reclassified to items associated with particularly high risk and assigned a risk weight of 
150%, cf. CRR Article 128(2)(d).  Capital requirements for the Bank's credit risk exposures 
may be reduced.  Under CRR banks may multiply capital requirements for credit risk 
exposures to Small and Medium-sized Enterprises ("SME") with an annual turnover not 
exceeding EUR 50 million, by the factor of 0.7619, resulting in a reduced capital 
requirement for such exposures, cf. CRR Article 501. 

The countercyclical buffer is currently at 2.0%, but the Ministry of Finance has decided to 
raise the buffer to its maximum level of 2.5% in December 2019. The level of the 
countercyclical buffer is to be re-assessed each quarter, but it can only be set higher than 
2.5% in extraordinary circumstances pursuant to section 14-3 fourth subsection of the 
FEA. An increase will normally be with 12 months' notice.

1

 

In addition to these general "Pillar 1" requirements referred to above, CRD IV permits 
regulators to require additional capital calibrated individually to address the specific risk 
profile of each bank at any time, "Pillar 2". Under the Pillar 2 assessment, the Norwegian 
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  Norwegian Ministry of Finance Press Release, «Countercyclical buffer unchanged», 23 March 2019, 10 May 2019 
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FSA may impose stricter capital requirements for the Bank based on the specific risks of 
the Bank's operations. The Bank defines a target CET1 based on its Pillar 1 and Pillar 2 
requirements in addition to a planning buffer. There is a risk that the Bank may change its 
target CET1 and/or its planning buffer, or that the Norwegian FSA could require the Bank 
to hold a buffer in addition to Pillar 2 requirements at a certain level in NOK or as a 
percentage or risk-weighted assets. 

 

 The share capital of the Bank may be written down by the Bank's shareholders or 
the Norwegian authorities under the FEA 

The share capital of the Bank may be written down by the shareholders of the Bank or by 
the Norwegian authorities pursuant to powers granted to them under Chapter 20 of the 
FEA. Further details on FEA are provided in Section 7.16 "Regulatory overview".  

 The implementation of BRRD may impact the Banks access to senior debt funding  

The provisions of the Banking Recovery and Resolutions Directive ("BRRD") has been 
implemented into the FEA chapter 20, and was set in force 1 January 2019. It is likely that 
this legislation will impact the senior debt funding for banks and lead to added regulatory 
requirements on a number of banks. The legislation requires banks to draw up recovery 
and resolution plans to be scrutinised by regulators, and introduces inter alia the bail-in 
tool here after the regulators can affect a write-off of unsecured senior debt or conversion 
into equity in a financial distress scenario.  

The implementation of BRRD may impact the Bank's funding structure and costs. The Bank 
may be required or may intend to issue senior non-preferred market debt, which would be 
junior to senior secured debt issued. The total cost of funding from these debt classes may 
be higher than the Bank's current market funding. In addition, under BRRD, any perceived 
uncertainty regarding a bank's financial position may significantly limit its access to senior 
debt funding. Thus, the Bank may be subject to increased costs of unsecured senior bank 
debt in the future and this may adversely affect the Bank's access to senior debt funding. 

Further details on BRRD are provided in Section 7.16 "Regulatory overview". 

 The implementation of the EU Market Abuse Regulations may lead to withholding 
of information to the public in certain distress scenarios  

The EU Regulation No. 596/2014 of European Parliament and of the Council of 16 April 
2014 on market abuse ("MAR") increases the risk for holders of listed shares and bonds 
issued by banks, providing for an exemption from ordinary disclosure requirements for 
listed companies. The new rules allow banks to withhold information on a distress scenario, 
even where this delay of disclosure is likely to mislead the public. The relevant MAR rule 
provides that, in order to preserve the stability of the financial system, an issuer that is a 
credit institution or a financial enterprise, may, on its own responsibility, delay public 
disclosure of inside information, including information which is related to a temporary 

liquidity problem and, in particular, the need to receive temporary liquidity assistance from 
a central bank or lender of last resort, provided certain conditions are met, including that 
disclosure entails a risk of undermining the financial stability of the issuer and of the 
financial system.  

The Ministry of Finance submitted a legislative proposal implementing MAR on 10 April 
2019 which was adopted by parliament 17 June 2019. As of this date, it is not known when 
MAR will be set in force in Norway. 
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 The Bank is exposed to changes in tax or VAT laws and regulations and changes 
in the interpretation and operation of such regulations 

The Bank is subject to Norwegian laws and regulations regarding tax and VAT. From 2017, 
a financial activity tax (Norwegian: finansskatt) was introduced. The financial activity tax 
consists of two elements: (i) employers in the financial sector are subject to an extra 
payroll tax of 5% and (ii) the income tax rates for entities in the financial sector is 
maintained at the 2016 level. That means that the 25% tax rate remains unchanged in 
2019 even though the general income tax rate has been reduced to 22%. 

Future actions by the Norwegian government to change the tax or VAT laws, might reduce 
the Bank's profitability. Further, changes in the interpretation of tax or VAT legislation as 

well as differences in opinion between the Bank and Norwegian tax authorities with respect 
to the interpretation of relevant legislation or regulations might also adversely affect the 
Bank's business. There can be no assurance that any change in tax or VAT legislation or 
the interpretation of tax and VAT legislation will not have a retroactive effect. Any such 
event might have a material adverse effect on the Bank's business, financial situation, 
results of operations, liquidity and/or prospects. 

 Risk relating to the Subsequent Offering and the Shares 

 Eligible Shareholders who do not participate in the Subsequent Offering may 
experience significant dilution in their shareholding. 

Eligible Shareholders who do not participate in the Subsequent Offering may experience 
significant dilution in their shareholding. 

Subscription Rights that are not exercised by the end of the Subscription Period will 
automatically expire without compensation to the holder. To the extent that an Eligible 
Shareholder does not exercise its Subscription Rights prior to the expiry of the Subscription 
Period, whether by choice or due to a failure to comply with procedures set forth in Section 
17.10 "Subscription procedures and subscription office", or to the extent that an Eligible 

Shareholder is not permitted to subscribe for Offer Shares as further described in Section 
18 "Selling and transfer restrictions", such Eligible Shareholder's proportionate ownership 
and voting interests in the Bank after the completion of the Subsequent Offering will be 
diluted. 

 If the Subsequent Offering is withdrawn, the Subscription Rights will no longer be 
of value. 

If the Subsequent Offering is withdrawn, all Subscription Rights will lapse without value, 
subscriptions for, and allocations of, Offer Shares that have been made will be disregarded 
and any subscription payments made will be returned without interest or any other 
compensation. 

 The price of the Shares may fluctuate significantly, which could cause investors to 
lose a significant part of their investment 

The trading price of the Shares could fluctuate significantly in response to a number of 
factors beyond the Bank's control, including quarterly variations in operating results, 
adverse business developments, changes in financial estimates and investment 
recommendations or ratings by securities analysts, announcements by the Bank or its 
competitors of new product and service offerings, significant contracts, acquisitions or 
strategic relationships, publicity about the Bank, its products and services or its 

competitors, lawsuits against the Bank, liabilities, changes in management, changes to the 
regulatory environment in which it operates or general market conditions. 

In recent years, Oslo Børs has experienced considerable price and volume fluctuations. 
This volatility has had a significant impact on the market price of securities issued by many 
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companies. The changes may occur without regard to the operating performance of these 
companies. 

 The Bank's ability to pay dividends is dependent on the availability of distributable 

reserves and the Bank may be unwilling or unable to pay any dividends in the 
future regardless of availability of distributable reserves 

Norwegian law provides that any declaration of dividends must be adopted by the 
shareholders at the Bank's general meeting of shareholders (the "General Meeting"). 
Dividends may only be declared to the extent that the Bank has distributable funds and 
the Bank's Board of Directors finds such a declaration to be prudent in consideration of the 

size, nature, scope and risks associated with the Bank's operations and the need to 
strengthen its liquidity and financial position. As the Bank's ability to pay dividends is 
dependent on the availability of distributable reserves, it is, inter alia, dependent upon 
receipt of dividends and other distributions of value from its subsidiaries and companies in 
which the Bank may invest. 

As a general rule, the General Meeting may not declare higher dividends than the Board of 

Directors has proposed or approved. If, for any reason, the General Meeting does not 
declare dividends in accordance with the above, a shareholder will, as a general rule, have 
no claim in respect of such non-payment, and the Bank will, as a general rule, have no 
obligation to pay any dividend in respect of the relevant period. 

Pursuant to the Bank's dividend policy, dividends are only expected to be paid if certain 
conditions described in Section 5.1 "Dividend policy" are fulfilled. In addition, the Bank may 

choose not, or may be unable, to pay dividends in future years. The amount of dividends 
paid by the Bank, if any, for a given financial period, will depend on, inter alia, the Bank's 
future operating results, cash flows, financial position, capital requirements, the sufficiency 
of its distributable reserves, the ability of the Bank's subsidiaries to pay dividends to the 
Bank, credit terms, general economic conditions, legal restrictions (as set out in Section 
5,3 "Legal constraints on the distribution of dividends") and other factors that the Bank 
may deem to be significant from time to time. 

 Future sales, or the possibility for future sales, including by existing shareholders, 
of substantial number of shares may affect the Shares' market price 

The market price of the Shares could decline as a result of sales of a large number of 
Shares in the market, due to the perception that such sales could occur, or as a result of 
any sale of Shares by any of the Bank's existing shareholders from time to time. Such 
sales, or the possibility that such sales may occur, might also make it more difficult for the 

Bank to issue or sell equity securities in the future at a time and at a price it deems 
appropriate. 

 Future issuances of Shares or other securities may dilute the holdings of 
shareholders and could materially affect the price of the Shares 

It is possible that the Bank may in the future decide to offer additional Shares or other 

equity-based securities through directed offerings without pre-emptive rights for existing 
holders. Any such additional offering could reduce the proportionate ownership and voting 
interests of holders of Shares, as well as the earnings per Share and the net asset value 
per Share. 

 Pre-emptive rights to secure and pay for Shares in any additional issuance may 
not be available to U.S. or other shareholders 

Under Norwegian law, unless otherwise resolved at a general meeting, existing 
shareholders have pre-emptive rights to participate on the basis of their existing share 
ownership in the issuance of any new shares for cash consideration. Shareholders in the 
United States, however, may be unable to exercise any such rights to subscribe for new 
shares unless a registration statement under the U.S. Securities Act is in effect in respect 
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of such rights and shares or an exemption from the registration requirements under the 
U.S. Securities Act is available. Shareholders in other jurisdictions outside Norway may be 
similarly affected if the rights and the new shares being offered have not been registered 
with, or approved by, the relevant authorities in such jurisdiction. The Bank is under no 
obligation to file a registration statement under the U.S. Securities Act or seek similar 
approvals under the laws of any other jurisdiction outside Norway in respect of any such 
rights and shares and doing so in the future may be impractical and costly. To the extent 
that the Bank's shareholders are not able to exercise their rights to subscribe for new 
shares, their proportional interests in the Bank will be reduced. 

 Investors may not be able to exercise their voting rights for Shares registered in 

a nominee account 

Beneficial owners of the Shares that are registered in a nominee account (such as through 
brokers, dealers or other third parties) may not be able to vote for such Shares unless 
their ownership is re-registered in their names with the VPS prior to the general meetings. 
The Bank can provide no assurances that beneficial owners of the Shares will receive the 
notice of a general meeting in time to instruct their nominees to either effect a re-

registration of their Shares or otherwise vote for their Shares in the manner desired by 
such beneficial owners. 

 Investors may be unable to recover losses in civil proceedings in jurisdictions other 
than Norway 

The Bank is a public limited liability company organised under the laws of Norway. The 
members of the Board of Directors and Management reside in various jurisdictions, 
including Norway. As a result, it may not be possible for investors to effect service of 
process in other jurisdictions upon such persons or the Bank, to enforce against such 
persons or the Bank judgments obtained in non-Norwegian courts, or to enforce judgments 
on such persons or the Bank in other jurisdictions. 

 Norwegian law may limit shareholders' ability to bring an action against the Bank 

The rights of holders of the Shares are governed by Norwegian law and by the Articles of 
Association. These rights may differ from the rights of shareholders in other jurisdictions. 
In particular, Norwegian law limits the circumstances under which shareholders of 
Norwegian companies may bring derivative actions. For instance, under Norwegian law, 
any action brought by the Bank in respect of wrongful acts committed against the Bank 
will be prioritised over actions brought by shareholders claiming compensation in respect 
of such acts. In addition, it may be difficult to prevail in a claim against the Bank under, or 
to enforce liabilities predicated upon, securities laws in other jurisdictions. 

 The transfer of Shares is subject to restrictions under the securities laws of the 
United States and other jurisdictions 

The Shares have not been registered under the U.S. Securities Act or any U.S. state 
securities laws or any other jurisdiction outside of Norway and are not expected to be in 

the future. As such, the Shares may not be offered or sold except pursuant to an exemption 
from the registration requirements of the Securities Act and applicable securities laws. In 
addition, there can be no assurances that shareholders residing or domiciled in the United 
States will be able to participate in future capital increases or rights offerings. 

 Shareholders outside of Norway are subject to exchange rate risk 

The Shares are priced in NOK, and any future payments of dividends on the Shares will be 
denominated in NOK. Accordingly, investors outside Norway may be subject to adverse 
movements in the NOK against their local currency, as the foreign currency equivalent of 
any dividends paid on the Shares or of the price received in connection with any sale of 
the Shares could be materially adversely affected. 
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 Market interest rates may influence the price of the Shares 

Annual dividend yield, as compared to yields on other financial instruments, may influence 
the price of the Shares. An increase in market interest rates will result in higher yields on 
other financial instruments, which could adversely affect the price of the Shares. 

 Limited liquidity in the trading market for the Shares could have a negative impact 
on the market price and ability to sell Shares 

The Bank's Shares are currently listed on Oslo Børs. This, however, does not imply that 
there will always be a liquid market for the Bank's Shares. An investment in the Shares 
may thus be difficult to realize. Investors should be aware that the value of the Shares, or 

limited liability among the Bank's shareholders, the share price may be negatively affected 
and may not reflect the underlying asset value of the Bank. Investors may, on disposing 
of the Shares, realize less than their original investment or lose their entire investment.    
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3. RESPONSIBILITY FOR THE PROSPECTUS 

The Board of Directors of Pareto Bank ASA accepts responsibility for the information 
contained in this Prospectus. The members of the Board of Directors confirm that, after 
having taken all reasonable care to ensure that such is the case, the information contained 
in this Prospectus is, to the best of their knowledge, in accordance with the facts and 
contains no omission likely to affect its import. 
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4. PRESENTATION OF INFORMATION 

 Date of information 

The information contained in this Prospectus is current as at the date of the Prospectus 

and is subject to change or amendment without notice. In accordance with section 7-15 of 
the Norwegian Securities Trading Act, significant new factors, material mistakes or 
inaccuracies relating to the information included in this Prospectus, which are capable of 
affecting the assessment of the Shares between the time of approval of this Prospectus by 
the Norwegian FSA and the Subsequent Offering, will be included in a supplement to this 
Prospectus. Except as required by applicable law and stock exchange rules the Bank does 

not undertake any duty to update the information in this Prospectus. The publication of 
this Prospectus shall not under any circumstances create any implication that there has 
been no change in the Bank's affairs or that the information herein is correct as of any date 
subsequent to the date of this Prospectus. 

 Presentation of financial information and other information 

 Financial information 

The Bank's audited financial statements as of, and for the years ended, 31 December 2018, 
2017 and 2016 have been prepared in accordance with the International Financial 
Reporting Standards, as adopted by the EU ("IFRS"). The Bank's audited financial 
statements as of, and for the years ended, 31 December 2018, 2017 and 2016 are together 
referred to as the "Annual Financial Statements". The Bank's unaudited interim financial 

statements as of, and for the three month period ended, 31 March 2019 (the "Interim 
Financial Statements"), have been prepared in accordance with International Accounting 
Standard 34 Financial Reports ("IAS 34"). The Annual Financial Statements and Interim 
Financial Statements are together referred to as the "Financial Statements". The 
Financial Statements are incorporated by reference in this Prospectus; see Section 19.1 
"Incorporation by reference". 

The Annual Financial Statements have been audited by PricewaterhouseCoopers AS, as set 

forth in their auditor's report incorporated by reference in this Prospectus, see section 19.1 
"Incorporation by reference".  

The Bank presents the Financial Statements in NOK (presentation currency). 

The Bank's accounting principles are incorporated by reference in this Prospectus, see 
section 19.1 "Incorporation by reference".  

 Alternative Performance Measures 

In this Prospectus, the Bank presents certain alternative performance measures ("APMs"). 
The APMs presented herein are not measurements of performance under IFRS or other 
generally accepted accounting principles and investors should not consider any such 
measures to be an alternative to profit and loss for the period, operating profit for the 

period or any other measures of performance under generally accepted accounting 
principles. 

The Bank believes that APMs are commonly reported by banks in the markets in which it 
competes and are widely used by investors in comparing performance on a consistent basis 
without regard to factors which can vary significantly, depending upon accounting methods 
or based on non-operating factors. Accordingly, the Bank discloses its APMs herein to 
permit a more complete and comprehensive analysis of its underlying operating 
performance relative to other banks and across periods. The Banks APMs are appended as 
Appendix B to this Prospectus. 
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 Rounding 

Percentages and certain amounts included in this Prospectus have been rounded for ease 
of presentation. Accordingly, figures shown as totals in certain tables may not be the 
precise sum of the figures that precede them. 

 Industry and market data 

This Prospectus contains statistics, data, statements and other information relating to 
markets, market sizes, market shares, market positions and other industry data pertaining 
to the Bank's business and the industries and markets in which it operates. Unless 
otherwise indicated, such information reflects the Bank's estimates based on analysis of 

multiple sources, including data compiled by professional organisations, consultants and 
analysts and information otherwise obtained from other third party sources, such as annual 
and interim financial statements and other presentations published by listed companies 
operating within the same industry as the Bank, as well as the Bank's internal data and its 
own experience, or on a combination of the foregoing. Unless otherwise indicated in the 
Prospectus, the basis for any statements regarding the Bank's competitive position is based 
on the Bank's own assessment and knowledge of the market in which it operates. 

The Bank confirms that where information has been sourced from a third party, such 
information has been accurately reproduced and that as far as the Bank is aware and is 
able to ascertain from information published by that third party, no facts have been omitted 
that would render the reproduced information inaccurate or misleading. Where information 
sourced from third parties has been presented, the source of such information has been 
identified. The Bank does not intend, and does not assume any obligations to, update 

industry or market data set forth in this Prospectus.  

Industry publications or reports generally state that the information they contain has been 
obtained from sources believed to be reliable, but the accuracy and completeness of such 
information is not guaranteed. The Bank has not independently verified and cannot give 
any assurances as to the accuracy of market data contained in this Prospectus that was 
extracted from these industry publications or reports and reproduced herein. Market data 

and statistics are inherently predictive and subject to uncertainty and not necessarily 
reflective of actual market conditions. Such statistics are based on market research, which 
itself is based on sampling and subjective judgments by both the researchers and the 
respondents, including judgments about what types of products and transactions should 
be included in the relevant market.  

As a result, prospective investors should be aware that statistics, data, statements and 
other information relating to markets, market sizes, market shares, market positions and 
other industry data in this Prospectus and projections, assumptions and estimates based 
on such information may not be reliable indicators of the Bank's future performance and 
the future performance of the industry in which it operates. Such indicators are necessarily 
subject to a high degree of uncertainty and risk due to the limitations described above and 
to a variety of other factors, including those described in Section 2 "Risk Factors" and 
elsewhere in this Prospectus. 

 Information sourced from third parties 

In certain sections of this Prospectus, information sourced from third parties has been 
reproduced. In such cases, the source of the information is always identified. Such third 
party information has been accurately reproduced. As far as the Bank is aware, and is able 
to ascertain from information published by the relevant third party, no facts have been 
omitted which would render the reproduced information inaccurate or misleading. 

 Other information 

In this Prospectus, all references to "NOK" are to the lawful currency of Norway, all 
references to "SEK" are to the lawful currency of Sweden, all references to "DKK" are to 
the lawful currency of Denmark, all references to "EUR" are to the currency of the European 
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Union, all references to "USD" are to the lawful currency of the United States, and all 
references to "CHF" are to the lawful currency of Switzerland. The financial information in 
this Prospectus is NOK, unless otherwise indicated. 

 Forward-looking statements 

This Prospectus contains forward-looking statements. All statements contained in this 
Prospectus other than statements of historical fact, including statements regarding the 
Bank's future results of operations and financial position, its business strategy and plans, 
and its objectives for future operations, are forward-looking statements. The words 
"believe", "may", "will", "estimate," "continue", "anticipate", "intend", "expect", and similar 

expressions are intended to identify forward-looking statements. The Bank has based these 
forward-looking statements largely on its current expectations and projections about future 
events and trends that it believes may affect its financial condition, results of operations, 
business strategy, short-term and long-term business operations and objectives, and 
financial needs.  

Forward-looking statements are subject to a number of risks and uncertainties, including 

those described in Section 2 "Risk Factors", and are based on numerous assumptions 
regarding the Bank's present and future business strategies and the environment in which 
the Bank operates. The actual results, performance or achievements of the Bank may differ 
materially from any future results, performance or achievements expressed or implied by 
such forward-looking statements. Although the Bank believes that the expectations 
reflected in the forward-looking statements are reasonable, it cannot guarantee future 
results, levels of activity, performance, or achievements. Given these uncertainties, 
investors should not rely upon forward-looking statements as predictions of future events 
or performance. 

Except as required by the applicable law or stock exchange rules, the Bank does not intend, 
and expressly disclaims any obligation or undertaking, to update any of these forward-
looking statements after the date of this Prospectus or to conform these statements to 
actual results or revised expectations.  

Forward-looking statements are found in Sections 6 "Industry and Market", 7 "Business", 
10 "Operating and financial review", 11 "Board of Directors, Management, employees and 
corporate governance" and 13 "Corporate information and description of the share capital". 
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5. DIVIDENDS AND DIVIDEND POLICY 

 Dividend policy 

The Bank’s intention is to pay out minimum 25 % profit after tax in dividend annually. It 

is also the Bank’s intention that the dividend payout is nominally stable or increasing each 
year.  

The Board of Directors adopted in 2017 a dividend policy with a payout ratio from 0 to 
50% of the Bank's profit after tax for a given year. The Board of Directors will adjust the 
Bank’s dividend policy according to the intention above and given a successful Private 
Placement. The dividend payout ratio will also be based on the current regulatory capital 

requirements. Future changes regarding regulatory capital requirements could affect the 
Bank's dividend payout ratio. When determining whether to propose a dividend and the 
actual dividend amount, the Board of Directors will take into account the Bank's capital 
adequacy requirements (see Section 7.16 "Regulatory overview" and Section 10.7 "Capital 
Base and Capital Adequacy") as well as any applicable legal restrictions as set out in the 
Norwegian Public Limited Liability Companies Act (see Section 5.3 "Legal constraints on 
the distribution of dividends"). 

There can be no assurance that a dividend will be proposed or declared in any given year. 
If a dividend is proposed or declared, there can be no assurance that the dividend amount 
or yield will be as contemplated above. 

 Dividend payouts 2016-2018 

Below is a table showing the dividend payouts in the financial years ended 31 December 
2018, 2017 and 2016: 

 2018 2017 2016 

Dividends (NOK 
million) 

41.03 93,79 58,62 

Dividends per Share 0.7 1.6 1.0 

 

 Legal constraints on the distribution of dividends 

The Norwegian Public Limited Liability Companies Act provides several constraints on the 

distribution of dividends: 

• Dividend may only be distributed to the extent that the Bank after the distribution 
has a sound equity and liquidity. 

• The Bank may only distribute dividends to the extent that its net assets following the 
distribution are at least equal to the sum of (i) the Bank's share capital, (ii) the 
reserve for valuation differences and (iii) the reserve for unrealised gains. In 

determining the distribution capacity, deductions must be made for (i) the aggregate 
amount of any receivables held by the Bank and dating from before the balance sheet 
date which are secured by a pledge over Shares in the Bank, (ii) any credit and 
collateral etc. from before the balance sheet date which according to sections 8-7 to 
8-10 of the Norwegian Public Limited Liability Companies Act must not exceed the 
Bank's distributable equity (unless such credit has been repaid or is set-off against 

the dividend or such collateral has been released prior to the decision to distribute 
the dividend), (iii) other dispositions carried out after the balance sheet date which 
pursuant to law must not exceed the Bank's distributable equity and (iv) any amount 
distributed after the balance sheet date through a capital reduction.  

• The calculation of the distributable equity shall be made on the basis of the balance 
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sheet in the Bank's last approved annual accounts, provided, however, that the 
registered share capital as of the date of the resolution to distribute dividends shall 
apply. Dividends may also be distributed by the general meeting based on an interim 
balance sheet which has been prepared and audited in accordance with the provisions 
applying to the annual accounts and with a balance sheet date which does not lie 
further back in time than six months before the date of the general meeting's 
resolution. 

The Bank is subject to capital adequacy requirements as described in Section 7.16 
"Regulatory overview" and Section 10.7 "Capital base and capital adequacy". Pursuant to 
the FEA, the Bank cannot distribute dividends which would lead to the Bank being in breach 
of applicable capital adequacy requirements. 

The Norwegian Public Limited Liability Companies Act does not provide for any time limit 
after which entitlement to dividends lapses. Subject to various exceptions, Norwegian law 
provides a limitation period of three years from the date on which an obligation is due. 
There are no dividend restrictions or specific procedures for non-Norwegian resident 
shareholders to claim dividends. For a description of withholding tax on dividends 
applicable to non-Norwegian residents, see Section 15 "Taxation". 

 Manner of dividend payments 

Any future payments of dividends on the Shares will be denominated in NOK, and will be 
paid to the shareholders through the VPS. Investors registered in the VPS whose address 
is outside Norway and who have not supplied the VPS with details of any NOK account, 
will, however, receive dividends by check in their local currency, as exchanged from the 
NOK amount distributed through the VPS. If it is not practical in the sole opinion of DNB, 
being the Bank's VPS registrar, to issue a check in a local currency, a check will be issued 
in USD. The issuing and mailing of checks will be executed in accordance with the standard 
procedures of DNB. The exchange rate(s) that is applied will be DNB's rate on the date of 
the distribution of dividend. Dividends will be credited automatically to the VPS registered 
shareholders' NOK accounts, or in lieu of such registered NOK account, by check, without 

the need for shareholders to present documentation proving their ownership of the Shares. 
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6. INDUSTRY AND MARKET 

The following is a brief overview of the Norwegian banking sector, including Pareto Bank's 

chosen niches, their history and key drivers. The analysis is based on figures, reports and 
information provided by the Central Bank of Norway ("Norges Bank"), Norwegian FSA, 
Statistics Norway ("SSB"), the Norwegian Finance Association ("NFA"), the International 
Monetary Fund ("IMF") as well as other relevant sources. 

 Market overview  

The Norwegian banking sector has been through significant changes over the last decades. 
Increasing market integration, stricter regulatory requirements, accelerating technological 
developments and volatile macroeconomic surroundings are some of the main forces for 
the on-going changes in the financial markets. Mergers, acquisitions and alliances have 
been high on the agenda and in the Nordics cross-border initiatives have been in focus.   

The lion's share of Norway's banking sector consists of well-established conventional 
commercial banks and savings banks, however, in recent years several new banks have 
also flourished. Together with Pareto Bank banks such as Bank2, yA Bank (acquired by 
Resurs Bank), Gjensidige Bank (acquired by Nordea), Bank Norwegian, KLP Banken, OBOS 
Banken, Komplett Bank and Monobank have all been established over the previous decade.

2

 
Although the number of operating banks around the country is large, the market is 
concentrated with a few large banks enjoying significant market share. Measured by total 
assets, the four banks DNB, Nordea, Danske Bank and Handelsbanken constitute almost 

79% of the combined market.
3

 While most of the commercial banks have a nationwide 
presence, the savings banks traditionally focus on their home regions. 

Within the Bank's main areas of business, services are offered by several banks (see 
Section 7.6 "Competitive landscape"). However, few banks serve small to medium sized 
corporate clients within these areas. The largest banks will generally serve larger corporate 
clients. Savings banks based outside of the greater Oslo area may serve local clients, but 

do not often compete with the Bank on more complex projects. Pareto Bank has project 
financing as its main focus. The Bank believes that it has a unique position in offering 
tailor-made project financing to medium-sized enterprises, primarily in Østfold, Akershus, 
Hedmark, Oppland, Buskerud and Vestfold ("Southeast Norway"). 

 Norwegian economic overview  

In the following section recent trends and forecasts in selected economic indicators in the 
Norwegian economy will be addressed. Including, inter alia, the development in key 
national accounts, total outstanding debt, household consumption, GDP, unemployment, 
inflation, oil and housing prices as well as fiscal and monetary policies. 

In short, the long-term outlook in Norway seems to be one of firmer economic growth and 
satisfactory financial stability after a temporary cyclical trough in 2016/2017 followed by 

the sharp fall in the oil price and thus also petroleum investment. Given the size of the 
petroleum and supplier industries in the country one might initially have expected the 
economic downturn to be more pronounced. However, because of Norway's relatively low 
dependence on governmental oil money spending, which again is due to the restrictive 
fiscal rule and regulatory framework around the Government Pension Fund Global, the 
authorities met the downturn with an expansionary fiscal and monetary policy. Due to the 
latter, the credit appetite and debt servicing capability of both households and enterprises 

                                         
2

 "Nye banker, fusjoner, navneendringer, opphør", Finans Norge, 9 May 2019 

3

 "Markedsandeler - forvaltningskapital" & "Sparebankenes årsregnskaper" & "Forretningsbankenes årsregnskaper", Total Asset as per 31.21.2017. 
Finans Norge, 9 May 2019. 
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were maintained and this has supported the financial industry in Norway. The knock-on 
effect of a weak krone has also been contributed to the recent upturn. 

The following figures demonstrate the safe haven status of Norway given its high 
government surplus and low debt, as well as Norwegian credit growth (shown here as C2, 
an indicator for total domestic credit in NOK and foreign currency):

4

 

 

 

 

The following table shows key metrics and estimates for the Norwegian economy:
5

 

 

 

Operating risks in Norway are limited, thanks to highly stable political and macroeconomic 
conditions. The governmental system is effective, providing high-quality services and 
facilitating superb conditions for both the public and private business sectors. Both the 
government and the central bank follow well-established, credible guidelines for 
implementing fiscal and monetary policy, which again results in effective and good-quality 
policymaking. The national economy is robust, sustained by strong domestic demand, high 
productivity levels and the North Sea offshore oil and gas sector. The government will 
continue to save the abundant proceeds of hydrocarbons revenue in the Government 
Pension Fund Global, spending it gradually on public welfare and investing according to 
predefined and strict fiscal guidelines. Despite a historic tendency to somewhat overspend 
the oil wealth, Norway's macroeconomic fundamentals are undoubtedly solid. Norway can 
be considered as a "safe haven" compared to its neighbouring countries and European 
peers going forward. 
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 OECD, “Economic Outlook No 104”, November 2018,9 May 2019 & "The credit indicator C2, April 2019", SSB,  9 May 2019 

5

 Norwegian economy - Economic Survey 1-2019", SSB, 9 May 2019 

Key metrics and estimates Type 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019E 2020E 2021E 2022E

Household consuption growth (%) 0.0 3.8 2.3 3.5 2.8 2.1 2.6 1.3 2.2 2.0 2.2 2.3 2.3 2.3

Gross domestic product growth (%) -1.7 0.7 1.0 2.7 1.0 2.0 2.0 1.2 2.0 1.4 2.0 3.1 2.2 1.8

Mainland Norway growth (%) -1.7 1.9 1.9 3.7 2.3 2.2 1.4 1.1 2.0 2.2 2.4 2.3 2.0 1.9

Unemployment rate level (%) 3.3 3.8 3.4 3.3 3.8 3.6 4.5 4.7 4.2 3.8 3.7 3.7 3.7 3.6

Consumer price index CPI (%) 2.2 2.4 1.3 0.6 2.1 2.1 2.1 3.6 1.8 2.7 2.3 1.7 1.9 2.1

Consumer price index ATE CPI (%) 2.6 1.3 1.0 1.3 1.5 2.5 2.7 3.1 1.4 1.6 2.3 1.9 2.1 2.2

Housing prices growth (%) 1.9 8.2 8.0 6.8 4.0 2.7 6.1 7.0 5.0 1.4 2.1 0.8 0.9 1.8

Money market rate level (%) 2.5 2.5 2.9 2.2 1.8 1.7 1.3 1.1 0.9 1.1 1.4 1.9 2.3 2.3

Avg. Brent Blend spot price level (NOK) 392.0 485.0 622.0 650.0 639.0 627.0 431.0 379.0 452.0 583.0 571.0 564.0 551.0 538.0

* CPI adjusted for tax changes and excluding energy products
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The credit appetite in Norway, illustrated by the credit indicator (C2), has grown with an 
annual compounded growth rate of 5.9% from 2010 - 2018. In April 2019, the total 
outstanding loan balance was NOK 5,807 billion, more than 1.6 times the outstanding 
amount in 2010. The growth is expected to continue due to a relatively low average debt 
burden compared to peers together with a sustained strong debt servicing capability going 
forward. 

As mentioned before, the macroeconomic conditions in Norway are expected to stabilize in 
the years to come compared to the current situation. The following is a summary of SSB's 
updated view on the Norwegian economy (through selected macroeconomic indicators) 
published in November 2016 and April 2019:

6

 

Petroleum Industry & Oil Price: 

Since Norway discovered oil in the North Sea on Christmas Eve in 1969, the petroleum 
industry and its relating service industries have been an integral part of the Norwegian 
economy. The operational and financial development in the latter mentioned sector is thus 
an important driver of economic activity in the country. 

Petroleum investment on the Norwegian Continental Shelf ("NCS") started falling in the 
fourth quarter of 2013, and by the fourth quarter of 2015 it had dropped by 27%. This 
development was initially a reaction to the high cost level and relatively poor profitability, 
and was exacerbated by a sharp fall in the oil price. From a level of around USD 110 per 
barrel which lasted up to the summer of 2014, the price of oil fell in several rounds, 
bottoming out in mid-January 2016, when the price was well under USD 30 per barrel. The 
price stabilized at around USD 45-55 per barrel from mid-2016 to mid-2017. 2018 was a 
volatile year with the oil price first climbing to USD 86 in early October 2018 and then 
dropping down again to USD 50 at the end of the year. Oil price so far in 2019 has seem 
an impressive growth and with current pricing around USD 70 per barrel. 

The record low oil price and corresponding drop in new investment on the NCS initiated a 
cyclical downturn in the Norwegian economy, particularly in those regions with high 

exposure to the petroleum industry. However, the combination of rising oil prices and lower 
costs has more recently triggered new projects on the Norwegian continental shelf. 2018 
seems to have marked a turning point with investment levels increasing by as much as 
13.8 per cent from Q1 to Q2. Q3 figures ended at 3.5 per cent while preliminary figures 
for Q4 indicate growth of 4.3 percent. 

SSB expects the oil price to come down somewhat and trade around USD 70 – 60 per 
barrel in 2019 and 2020. The oil sector will remain an important part of the Norwegian 

economy for some decades to come and SSB expects moderate growth in investments 
going into 2020 and 2021. 

Monetary & Fiscal Policy: 

The oil price fall has without doubt had a negative impact on the Norwegian economy. 
However, the effects on the overall economic activity level have been relatively limited, 

viewed in light of the major negative earnings shock implied by such a large fall in prices 
for Norway's most important export product. 

The reason for the latter is that authorities have been able to meet the downturn with an 
expansionary fiscal and monetary policy, meaning predominantly low and steadily declining 
interest rates, increased spending over government budgets and targeted tax reliefs. These 
tools are available in the war chest due to Norway's self-imposed strict fiscal rule and 

regulatory framework in connection with the Government Pension Fund Global which have 
ensured disciplined historical use of income generated by petroleum activities. 
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 "Norwegian economy - Economic Survey 3-2016" and "Norwegian economy - Economic Survey 1-2019", SSB, 9 May 2019 
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The central bank policy rate was kept at 1.0% in May 2019,
7

 but is likely to be raised 
already in June 2019 with the prospect of one more raise within the end of the year. The 
1.0% rate is the highest since June 2015, but remains low relative to historical levels.    

NOK exchange rate: 

Lower interest rates coupled with the decline in oil prices have led to a NOK depreciation 
of almost 30% from the peak of its strength in early 2013 to the end of 2015. This meant 
a strong improvement in cost-competitiveness, which in turn eased the situation for 
Norwegian businesses with international exposure. In other words, imports were curbed 
and exports are boosted. 

The krone appreciated somewhat in 2016, but has remained weak since. SSB estimates 
unchanged exchange rates for the krone in the near term and points out that that the high 
interest rates relative to the euro area points to a NOK weakening, while the weak price 
developments relative to the euro area suggests an appreciation.  

Unemployment: 

There has been a general fall in unemployment across the country since reaching peak 
levels in 2016. Particularly, the western parts of Norway, which saw unemployment sore 
following the oil price fall have experienced strong employment growth over the recent 
years.  

According to the labor force survey (LFS) carried out by SSB, the unemployment rate in 
the Norwegian labor market has ranged from 2.5% to 4.8% in the period from 2004 to 

2019. Going forward, SSB expects that the labour market will weaken further from the 
current rate of 3.8% to reach 3.6% in 2022.  

Household purchasing power: 

Household consumption growth was predominantly above 5% before it took a hit during 
the financial crisis in 2008/09. Since then it has averaged around 2.3%. 

SSB expects household consumption growth to remain relatively low, under 2.5%, in the 
years to come due to the slow recovery from the current downturn. 

Inflation: 

Inflation measured by the consumer price index ("CPI") was 2.7% in 2018, which is in 
line with previous years. Underlying inflation, measured by the consumer price index 

adjusted for tax changes and excluding energy products ("CPI-ATE") has come down over 
the past three years, from 3.1% in 2016 to 1.6% in 2018. The fall in the CPI-ATE over the 
last three years was primarily driven by high energy prices. Higher oil prices together with 
the gradual increase in electricity prices have led to the CPI increasing appreciably more 
than the CPI-ATE. 

The inflation target was adjusted down from 2.5% to 2.0% in March 2018 and SSB expects 
the overall CPI to fluctuate around this level.  

Gross Domestic Product (GDP): 

Over the recent decades Norway has experienced an incredible economic growth. If the 
burst of the "IT bubble" in 2001/2002 and the financial crisis in 2008/2009 are excluded, 
Norway's GDP has increased consecutively year after year. In the period after 2009 both 

overall and mainland GDP growth have lagged behind pre-crisis levels due to several 
smaller global downturns such as the sovereign debt crisis in Europe and the oil price 
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decline. However, SSB expects a weak cyclical upturn to materialize in the near term with 
GPD growth of 3.1% in 2020. 

 Market segments 

The following sections give an overview of trends and statistics from the Bank's market 
segments. 

 Residential real estate market 

The Norwegian housing market has developed strongly since the financial crisis, with an 
annual average rise in housing prices at 5.1% in the period from 2009 to 2018. 

The market in Oslo has in particular had periods of strong growth. During 2015 and 2016 
the housing prices in Oslo increased with 40%. The housing prices in Oslo decreased with 
some 11% during 2017. During 2018 the housing prices in Oslo developed more stable 
with a growth of 2%. 

The periods of rapid growth in housing prices led to speculation that there was a price 
bubble and in order to dampen the growth rate in housing prices and increase in household 
debt, the Norwegian Government introduced a new real estate financing regulation in 2015 
which included restrictions on mortgages. The restrictions included that the debtors of new 
loans had to be able to service their loans with a 5 percentage point increase in the interest 
rate, a maximum loan-to-value of 85% and loans without amortization could only be 
allowed on loans below 70% loan-to-value. Banks could only allow non-adherence to these 
restrictions on a maximum of 10% of new loans each quarter. 

Going forward, SSB expects that the growth in housing prices will come down slightly, but 
continue to increase, with a year-on-year growth ranging from 0.8% to 2.1% in the period 
from 2019 to 2022. 

The following chart shows housing prices by region in Norway
8

: 
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The following chart shows house building loans and other building loans issued by 
Norwegian banks:

9

 

 

The following graph shows the price index for new dwellings in Norway:
10

 

 

The following chart shows registered building permissions last 12 months in Norway:
11
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The real estate project finance market in Norway, measured in total outstanding house 
building loans, was NOK 74.3 billion in Q4 2017. Over the past five years (2012-2017) this 
market has grown by more than 4% per year from NOK 61.2 billion at year-end 2012. The 
majority of outstanding house building loans are towards the corporate sector. 

One of the main drivers in the real estate project finance market is the price of new 
dwellings. The latter has been steadily increasing over the past couple of years. The prices 
for both detached and multi-dwelling housing have grown almost 5% per year since 2010. 
The underlying reasons for this development are inter alia a shortage of supply in urban 
areas, due to urbanization and immigration, as well as increased household buying power, 
due to improved ability to service debt through low general unemployment and record low 
mortgage interest rates. 

As a result of the favorable macroeconomic climate for new real estate the number of 
initiated dwelling projects in Norway has grown from 22,819 in 2010 to 34,404 in 2018 or 
almost 5% per year. Since March 2018 more than 35,000 projects have been initiated. The 
activity in Pareto Bank's core market, namely Oslo, Akershus, Buskerud, Østfold and 
Vestfold, has been higher than for the country as a whole with a growth of almost 9% per 

year since 2010. Since March 2018 more than 16,000 new dwellings were initiated in the 
Bank's core market, or ~46% of total activity in Norway. 

Despite increasing rates it is expected that the advantageous real estate environment 
observed in Norway in recent years will endure. This will ensure continued growth in the 
corresponding credit market which is favorable for Pareto Bank. 

 Commercial real estate market 

The volume in the Norwegian transaction market ended at close to NOK 90 billion for 2018, 
stable from 2017. The activity is still high, fuelled by both national and international 
investors.  

The chart below shows the year-end rent levels in various areas of Oslo: 

 

The Oslo office building stock stands for around 8.6 million square metres. The growth in 
Oslo CBD office rents for 2018 was close to 10% overall. With increased supply in the fringe 
office clusters, rents have not changed much outside the CBD, except for Nydalen. Oslo 
office vacancy is still declining and will probably be below 5% by the end of 2019. The CBD 
vacancy is now at 3.3% after solid leasing activity throughout 2018. The volume of new 
office buildings in Oslo will be close to 180,000 square meters in 2020 after a moderate 
volume of 100,000 square metres in 2019. Oslo office prime yield is steady at 3.75% and 
fringe yields are also unchanged.  
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Bergen, Trondheim and Stavanger still experience good markets and slowly rising rents in 
CBD. Stable rents and higher vacancy are common in the fringe areas.  

The Norwegian retail market is uncertain with many retailers seeing a drop in revenues. 
The upwards in Oslo prime high-street rents are seen in the beginning of the year has not 
been repeated in the general market, and there has been very few new leases signed. 

The market for Norwegian logistics property is still solid with stable rents and interest from 
many national investors. Yields have been in stable in 2018.

 12

 

 Corporate market 

The following chart shows bank loans to corporates in all industries in Norway
13

: 

 

The total bank loan volume has grown at an average rate of 4% per year from 2010 to 
2017. Although limited market data is available for the SME segment, the Bank is of the 
view that the there is significant growth in this segment as the large banks focus on larger 

enterprises and the SME segment represents an underserved market segment with strong 
growth due to new offerings from players such as the Bank. 

 Shipping market 

The global shipping market is diverse and consists of several separate submarkets such as 
dry bulk, container, tank, product, gas carriers, pure car truck carriers and chemical. Each 
market has its own specific characteristics and some may be procyclical while others may 
be countercyclical. The fundamental driver of the shipping market is global trade. As such, 
the current uncertainty surrounding a trade war between U.S. and China is having 
significant impact on the overall sentiment of the industry and both companies and 
investors are monitoring any development closely.

14

 

Dry bulk: Dry bulk have seen a weak market so far in 2019, particularly within the Capesize 

sector, with average bulker earnings falling to the lowest levels since 2016. Dry bulk trade 
grew steadily in 2018, but a number of disruptions to demand lead to a slow start in 2019.  

Container: The container market is largely linked to retail sales and durable item sales 
such as appliances. 2018 was a mixed year, with the boxship sector improved while 
different trade lanes performed differently. Charter rates have seen some improvement so 
far in 2019.  
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Tank and product: The tank and product and market proved challenging in 2018, with 
average earnings across all sectors coming under pressure. However, an uptick in demand 
along with increased scrapping improved conditions towards the end of the year. 2019 is 
off to a good start.  

Gas carrier: The markets for shipping of natural gas and propane (LNG and LPG) both had 
a positive year in 2018, particularly the LNG market with carrier rates being up 93% YOY 
in November. The ongoing global shift towards cleaner energy sources is a key driver for 
the sector as both LNG supply and demand continued to rise providing healthy market 
conditions for 2019 and 2020. 

Pure car truck carriers: Pure Car Truck Carriers (“PCTC”) are naturally highly depending 
on demand for new cars, and are as such linked to the global economy in a way similar to 
container traffic. The sector saw signs of improvement in 2018 following a particularly 
challenging year in 2017.  

Chemical tanker sector remained under pressure in 2018, despite optimism early in the 

year. Increasing spot rates did contribute positively on a number of routes, but earnings 
came under pressure by higher bunker costs. Timecharter rates remained relatively flat.  

Offshore market 

The activity in the offshore market is a function of exploration and production ("E&P") 
spending, which in turn is a function of oil prices. Following the drop in oil pricing in 2014, 

E&P spending was down 25% in 2015 and has continued to weaken since. However, Rystad 
Energy expects 2018 to mark the bottom in the recent downturn when it comes to global 
E&P spending and forecast approximately 9% increase in 2020 to around USD 220 billion. 
15

 

The offshore vessel ("OSV")-fleet is highly correlated with rig activity and we have seen 
the utilization of the rig fleet fall to rise to 76% following levels around 55% in 2015. North 
Sea spot rates for both Anchor Handling Tug Supply ("AHTS") and Production Supply 
Vessels ("PSV") are below OPEX levels and now 24% of the North Sea fleet is laid up.

16

 

Brazil is one of the key markets being the biggest employer of OSV vessels. Foreign flagged 
vessels continue to move away from Brazil to other regions as local flagged vessels are 
blocking them. Transaction volumes in the offshore sector have been boosted by increased 
M&A activity and restructuring which may in turn help consolidation.

17
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7. BUSINESS 

 Introduction 

Pareto Bank is a specialized commercial bank that focuses on medium-sized Norwegian 
enterprises. Its business is concentrated around real estate financing, corporate financing 
and financing of shipping and offshore. The Bank is a central player in financing of real 
estate development in Southeastern Norway. In addition, the Bank offers deposits and 
banking services to retail and corporate customers. The Bank has a licence as a commercial 
bank from the Norwegian FSA and is located in Oslo.  

On 31 March 2019, the Bank had total assets of NOK 16,919 million and a lending volume 
of NOK 12,065 million. Profits after tax were NOK 99.7 million for Q1 2019. Return on 
Equity after tax was 16.6% for Q1 2019. The Bank is highly cost efficient with a 
Cost/Income Ratio of 20.7% for Q1 2019. The Bank has the following financial ambitions 
for 2019: 

Return of equity  

A return of equity of around 15%. 

Lending growth  

Lending growth of between NOK 1.0 and 2.0 billion. 

CET1 ratio  

A Core Equity Tier 1 ("CET1") capital ratio of 16.2%. 

Dividend payout ratio  

A targeted payout ratio of a minimum 25 % of the Bank's profit after tax for a given year 
and a nominally stable or increasing dividend payout each year.  

The Bank’s long-term ambitions is to take advantage of profitable growth while achieving 
a return on equity of around 15%. 

Note that the ambitions above both are subject to the current capital requirements 
applicable to the Bank and the economic climate. Any future regulatory changes or changes 

in the economic environment may result in changes in the Bank's strategy and the financial 
and operational targets above. 

 Operations  

 General  

The Bank offers financing primarily to medium-sized corporate customers within three 

business areas:  real estate financing, corporate financing and shipping & offshore 
financing. In addition, the Bank offers ordinary banking services such as deposits, payment 
and card services to retail and corporate customers.  

Within the business area real estate financing, the Bank offers both financing of property 
development projects and commercial real estate financing. The Bank finances property 
development projects largely in Oslo and the region including the counties of Southeast 

Norway. The Bank finances commercial real estate primarily in Southeast Norway, offering 
second priority lien financing in cooperation with Eiendomskreditt ASA, bridge financing 
and development financing. In total, real estate financing is the Bank's largest business 
area and credit exposure in the area amounted to NOK 10,281 million or 71% of the total 
credit exposure by the end of Q1 2019. The Bank offers a range of financing solutions to 
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corporate clients. This includes investment loans, M&A financing, bridge loans and working 
capital facilities. Included in this area is the offering of a new digital platform for financing 
of working capital called Pareto driftskreditt (En: "Pareto Receivables Financing"), which is 
currently in a pilot phase. Credit exposure in this area amounted to NOK 2,132 million or 
15% of the total credit exposure by the end of Q1 2019. Within the market for shipping & 
offshore financing, the Bank has a diversified loan portfolio. The Bank plans on careful 
growth in this segment, focusing on Norwegian ship owners, family offices and the 
Norwegian market for investment projects. By the end of Q1 2019, the shipping & offshore 
exposure amounted to NOK 736 million or 5% of the Bank's total credit exposure. The 
Bank also offers securities financing, where exposure amounted to NOK 1,087 million or 
8% of the Bank’s total credit exposure. 

The following charts show how the Bank's credit exposure and lending are composed as of 
31 March 2019:  
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The Bank's lending is funded with customer deposits (NOK 8,599 million by 31 March 
2019), senior debt (NOK 5,279 million), subordinated debt (NOK 270 million), hybrid 
capital (NOK 200 million) in addition to core capital (NOK 2,406 million). The deposit-to-
loan ratio was 71% by the end of Q1 2019, which is just above the Bank's targeted level 
of 60 to 70%. The deposit portfolio is diversified by type, customer, size and maturity. 

The Bank has a compact organization with one office where all employees sit in an open 
office space. The organizational structure is flat and decision lines are short. The Bank is 
organized by product, with separate teams within real estate financing, corporate and 
securities financing, shipping & offshore financing and deposits and banking services. 
Support functions include loan administration, accounting and finance, and IT. 

The Bank has a thorough credit process where in-depth credit analysis plays a key role. 
The credit decision process is thorough and efficient and frequent credit committee 
meetings facilitate fast time to market. Credit decisions are made by either a credit 
committee or by the Board of Directors depending on the size and kind of credit.  

Customer profitability is a strategic cornerstone: all loans shall be profitable from day one. 

Value is added through efficient and reliable decision-making, by being hands-on and 
personal in its relationship with the customers, and by being commercial and specialized 
in the Bank’s product areas.  

The table below shows the credit exposure of the various business areas from 2016 to 31 
March 2019. 

In NOK million As of 

31 March 

As of 

31 December 

 2019 2018 2018 2017 2016 

 (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) 

Real estate financing 10,318 8,415 
9,904 7,713 6,843 

Corporate financing 736 
1,006 832 1,138 1,407 

Shipping and offshore financing 1,097 1,254 
1,132 1,345 1,934 

Securities financing 2,093 1,744 
1,913 1,461 979 

Other (including home mortgages) 237 
229 226 239 329 

Write downs/amortization 4 
-42 -3 -46 -62 

Total  14,484 
12,605 14,005 11,850 11,426 

 

The Bank's position in real estate has strengthened throughout its history. The relatively 

short maturities of loans, particularly within building constructions facilities, means that 
the real estate ledning portfolio has a high natural redemption rate, so new lending needs 
to be high to both make up for more matured loans and to grow the volume. In 2018 the 
growth rate accelerated due both to an improved position in the market and to increased 
activity in commercial real estate. Corporate financing is growing gradually, and the Bank 
is actively working on increasing its awareness in the market and its distribution. The 
exposure within shipping & offshore financing has been reduced since 2016 after a volatile 

period in 2015-2016 where vessel values fell. The reduced exposure comes from 
redemptions, amortizations due to cautious lending. The Bank projects careful growth in 
the area within the Bank’s strict credit policy and high profitability requirements. 

Real estate 

Real estate financing is the Bank's largest business area. The credit exposure within this 
business area was NOK 10,318 million or 71% of the total credit exposure by the end of 
Q1 2019. The number of active clients was 282 and average exposure per client 
approximately NOK 37 million. Preferred commitment size is NOK 50-100 million. 
Profitability is high with an average credit margin of 4.9% over Norwegian Interbank 
Offered Rate ("NIBOR"), not including front- and back end fees.  



 

47 

 
The following chart shows the Bank's real estate exposure by product area as of 31 March 
2019.  

 

The Bank is a well-respected player and has a sizable real estate portfolio in Oslo and 
Southeast Norway. The Bank may finance real estate in other geographical areas, but 
exposure outside of Southeast Norway will normally be limited to a small part of the Bank's 
lending portfolio. Exposure to residential property projects was NOK 6,519 million 
(property lots NOK 3,251 million and building facilities NOK 3,269 million) and exposure to 
commercial real estate was NOK 3,762 million. 

Residential real estate 

A residential property project typically has two phases. In the first phase, the Bank finances 
the customers' acquisition of the land. The Bank requires 20% to 40% equity to finance a 
land purchase, and it finances primarily regulated land purchased for development with a 
clear exit strategy. In the second phase, the Bank finances the development of the project 
e.g. the construction of houses or apartment buildings. There are several conditions 
precedent that must be met before the Bank opens the building construction facility. First, 
all necessary permissions must be in place. Second, the Bank's requirement with respect 
to sale of units must be met. The Bank will normally require that if the price of the unsold 
units falls by 50% compared to the sold units, the sales amount must still be sufficient to 

cover the Bank's credit. Furthermore, the developer must demonstrate the ability to 
successfully complete projects and have experience with residential development. A typical 
project is composed of a lot financing and a building construction facility in the range of 
NOK 50 to 100 million. 

The Bank's employees are skilled in housing projects, regulations and contractual issues. 
The Bank has in-house regulatory skills of residential property development in Oslo and 
Southeast Norway as well as market knowledge. Tight project follow-up is a requirement, 
and the Bank will normally appoint a professional building inspector that operates on its 
behalf. All projects are followed up monthly and primarily turnkey projects are financed. 
The portfolio is stress tested semi-annually to determine potential losses due to a decrease 
in property prices.   
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As of 31 March 2019, the residential exposure to Oslo was 41%, while the second largest 
residential exposure was to Romerike (in Akershus county) with 20%. The remainder of 
the exposure was largely to other counties in Southeast Norway (Akershus (including Asker 
and Bærum), Vestfold, Buskerud, Østfold and Oppland), while a small exposure was to 
areas outside Southeast Norway, making up 6% of the property development exposure. 

The following chart shows the geographical distribution of the Bank's exposure within 
property development as of 31 March 2019:  

 

Commercial real estate 

In the area of commercial real estate, the Bank offers second mortgage loans, development 
(building loans), owner financing and short bridge financing. The Bank also offers first 
mortgage loans where the building must be renovated before it can be refinanced or sold. 
The Bank is normally not competitive on traditional long term mortgages against long cash 
flows. However, for good projects the Bank may finance further up the capital structure, 
covering the most junior debt with additional collateral.  

The Bank has an informal cooperation with Eiendomskreditt ASA, a Norwegian credit 
institution, for financing of commercial property. In this model, Eiendomskreditt will 
provide financing with a first priority lien with a loan-to-value ("LTV") of up to 55%, and 
the Bank will provide a second priority lien with a total LTV of up to 80% (normally 70-
75%). The second priority lien loan will typically have a maturity of about three years and 
will be rapidly amortized. The Bank also grants bridge loans with clear exits through sale 
or refinancing from another bank to transaction-oriented clients that buy and sell property. 

For these customers the Bank plays an active role in the transaction phase of the 
investment. The Bank also finances renovation projects and conversion of commercial 
property to residential property.  

The Bank will normally require an equity contribution of 20-40%. Market valuations are 
based on the Bank's assessments as well as those of a third party. The Bank's risk analysis 
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covers assessments of the property's tenants, tenant structure, weighted maturity of 
leases, vacancy, alternative use, residual value and micro market. The Bank normally sets 
tight covenants, including LTV, liquidity, account holdings, cross default with first priority 
lien and change of owner. 

As of 31 March 2019, the commercial real estate exposure to Oslo & Akershus was 51%, 
while exposure to other areas of Southeast Norway amounted to 27%. The largest 
commercial exposure outside Southeast Norway was to Stavanger with 18%. The 
remaining 4% of exposure was to other regions, among them Bergen and Sweden. 

The following chart shows the geographical distribution of the Bank's real estate exposure 
as of 31 March 2019: 

 

Corporate  

The corporate finance exposure was NOK 2,132 million or 15% of the total credit exposure. 
The average exposure per client was approximately NOK 25 million and the number of 
clients 84 by the end of Q1 2019. Preferred commitment size is NOK 20-50 million. The 
average credit margin over 3M NIBOR was 5.4% not including front and back end fees. 

The Bank targets medium sized enterprises which are largely underserved in the market. 
The Bank offers a range of tailored financing solutions including bridge financing in 
connection with investments and issues, M&A financing, MBO/LBO's, and financing of 
investments with guarantees from solid owners. The value proposition within this area lies 
in the transaction phase of an investment. The clients are professional and appreciate a 
dedicated credit team that efficiently structure a tailor-made financing for a specific project 
with a clear exit. 

The Bank makes a thorough analysis of the industry, has a conservative approach to 
leverage and makes strict financial covenants. Tenor varies depending on product. Bridge 
financing may have a tenor of 6 months, while within M&A financing the tenor may be 3 to 
5 years.  

The Bank has developed a new product to provide working capital financing to medium 
sized enterprises. The product is called Pareto driftskreditt  and is a credit facility based on 
receivables as collateral with a 100% digital web-based platform and on-boarding process. 
The solution is integrated with all known cloud-based accounting software in Norway. The 
solution is easy to use as it is based on online application and requires on-boarding and no 
need to change bank. The integration with accounting software provides the Bank with 
real-time financial information from the customer allowing for excellent follow-up on the 



 

50 

customers financial situation. This integration may in the future also be used for the follow-
up of clients within standard real estate and corporate. 

Pareto driftskreditt is currently in a pilot phase. The Bank has signed a distribution 
agreement with the accounting company Azets, which will allow the Bank to offer the 
product to eligible clients of Azets. 

The following chart shows the distribution of the Bank's corporate exposure as of 31 March 
2019: 

 

Shipping & Offshore 

The Bank entered into the shipping & offshore markets in 2011 and has since built a 
diversified portfolio. The rationale behind this is partly to take advantage of the Pareto 
Group's strong position within these markets and partly to serve a market for smaller 

underserved players. During the period of 2015-2016, vessel values fell sharply, 
particularly in the bulk sector, resulting in write-downs and losses on certain commitments. 
Following this period the Bank has taken a cautious approach to lending and tightening its 
credit policy. The Bank's credit exposure has been reduced due to redemptions and 
amortizations. Today the portfolio is de-risked and the Bank will be built up again gradually 
increase its exposure with high-quality commitments and high profitability requirements. 

By the end of Q1 2019, total exposure to the shipping and offshore markets was NOK 736 
million or 5% of the Bank's total credit exposure. The bank financed 16 customers and a 
total of 24 vessels. The largest exposure was USD 11.7 million, and the average 
commitment size was USD 5.1 million at the end of Q1 2019. Preferred commitment size, 
in this area is USD 10-20 million. The average credit margin over 3M NIBOR was 5.6% not 
including front and back end fees. 

The Bank's portfolio is diversified by segment. It is a policy requirement that a single 
segment will not normally exceed 25% of the total shipping and offshore exposure. By Q1 
2019, the total offshore exposure was NOK 30 million or approximately 0.02% of the 
Bank's total credit exposure. The total shipping & offshore exposure may not exceed 15% 
of the Bank's total exposure. It amounted to 5% by the end of Q1 2019. 
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The Bank normally requires a minimum equity contribution of 50%. Secondly, the clients 
should be based in Norway and have extensive experience and expertise concerning vessel 
operations and maintenance. Moreover, the projects should have a high quality charterer 
with transparent books and the ships should be built in renowned shipyards with liquid 
second-hand markets and well proven designs. The Bank also makes use of expertise from 
partners regarding valuations, marine insurance and technical assessments. Individual 
valuations of the portfolio are obtained from independent and reputable shipbrokers every 
quarter. In addition, real time vessel values are continuously monitored via 
Vesselsvalue.com, which is a real-time provider of values of ships within several shipping 
markets.  Moreover, tight covenants setting is essential as well as continuous follow-up of 
covenants such as loan to value and minimum cash. The Bank takes immediate action 
upon any covenant breaches.   

The following chart shows the Bank's exposure to shipping and offshore sectors as of 31 
March 2019:  

 

Securities 

The credit exposure within securities financing was NOK 1,087 million or 8% of the total 

credit exposure by the end of Q1 2019. The number of active clients was 188 and average 
exposure per client approximately NOK 6 million. The average credit margin over 3M NIBOR 
was 4.2% not including front and back end fees. 

The Bank offers a wide range of securities financing products. The Bank primarily finances 
shares and short trades in shares listed on Oslo Børs with a loan to value of 0 to 80%. The 
loan to value of a share depends on its volatility and liquidity. The Bank has developed a 

statistical model where the share's historical volatility and liquidity determines its loan to 
value. A share with a high volatility and a low liquidity will have a low loan to value, while 
a share which is traded in high volumes normally will have a higher loan to value. The Bank 
recalculates and reviews the loan to value of shares semi-annually or more frequently if 
market conditions are negative.  
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The Bank offers financing of high-yield bonds with up to 50% loan to value. It is a 
requirement for bond financing that the bond is a part of a diversified portfolio of bonds 
and/or shares. The Bank also provides tailor-made solutions to professional clients where 
it finances a combination of different securities and funds.  

All securities credits are subject to daily follow up in real-time. In a falling market, loan to 
value limits can come in breach. The Bank will in such a market immediately make margin 
calls and the client will normally have to the end of next day to repair the loan to value 
limits with cash or some other type of pledge acceptable to the Bank. 

In 2017 Pareto Securities AS entered this market and began to offer financing of listed 

stocks. As a consequence the Bank's exposure in the area has declined as expected. The 
Bank returned its investment services license in 2018 as a result of no longer offering 
licensed services. The Bank currently has a focus on providing tailor-made solutions for 
securities financing.    

 Strategy and competitive strengths 

It is the Bank's ambition to deliver profitable growth within its niche markets. The Bank's 
main non-financial target is to be Norway's leading project bank. 

Profitability is a cornerstone of the Bank's strategy: All loans shall be profitable from day 
one. The Bank competes on quality of service rather than price, and operates in market 
areas which are less price sensitive. The Bank's competitive advantage is to add value 
through efficiency and reliability, by being hands-on and personal, and by being 
commercial and specialized. Combined with low costs, this makes the Bank highly 
profitable. 

Risk management and internal control are other key components of the Bank's strategy. 
The Bank has a relatively conservative risk profile and a high focus on thoroughness in all 
processes and in particular with respect to credit analysis and the credit decision process.  

The following competitive strengths are critical in realising this growth strategy and in 
meeting the needs of the Bank's customers: 

Efficient and reliable 

The Bank can provide the customer with a quick and reliable indication on how to meet the 
customer's needs. With a team numbering 41 employees, Pareto Bank is a bank with short 
decision lines, no bureaucracy and an efficient credit process. Frequent credit committee 
meetings facilitate fast time to market. This allows customer to execute transactions in a 
timely manner. For professional and transaction oriented clients, timing is everything. The 
Bank's value proposition lies in the transaction phase of an investment. The Bank's clients 
appreciate a professional and dedicated credit team that efficiently structures tailor-made 
financing for a specific project. 

Hands-on and personal 

The Bank understands the customers' businesses and provides tailor-made solutions. Some 
80% of its employees work with customers on a day-to-day basis. Clients are met with a 
high level of service and availability. All clients have a dedicated relationship manager that 
maintain close contact and is available to them when and as needed.  

Commercial 

The Bank has a culture that is commercially oriented. Customer profitability is a strategic 
cornerstone and all loans shall be profitable from day one. The Bank has developed a model 
for measuring customer profitability. The profitability of customers and portfolios of loans 
are regularly calculated and benchmarked internally.  
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Furthermore, the Bank has established a thorough credit decision process based on in-
depth credit analysis of each project. Experience and knowledge about its markets are the 
basis for such credit analysis. In addition, the Bank is highly skilled in the structuring of 
loan agreements with relevant covenant precedents and covenants. All clients are closely 
followed up by a dedicated relationship manager. 

Specialized 

The Bank is specialised in project financing. It is a central player within residential property 
development financing and holds in house regulatory skills of the housing market and of 
relevant contractual issues. It also has high project management experience and all 
projects are managed tightly.  

The Bank is a player in the market for shipping and offshore investment projects and offers 
a range of financing solutions to corporates and its owners. The Bank adds value to these 
clients through its ability to efficiently structure tailor-made financing for a specific project. 

The Bank's professional and experienced employees provide a platform to discuss and 
develop all aspects of a project with the customer, allowing both the Bank and the customer 
to be profitable. 

 History and important events 

Pareto Bank was established on 19 January 2007 as Pareto Privat AS, which later that year 
was changed to Pareto Bank ASA. The Bank opened for business on 4 January 2008. Its 
initial focus was financing of real estate and securities. During the financial crisis, the Bank 

experienced healthy growth due to restrictive credit conditions in the market and a strong 
capital base. At that time the Bank expanded its business areas by building up portfolios 
in corporate financing and shipping and offshore. Currently, the Bank is a central player in 
its main business areas with high profits and low credit losses. 

The table below provides an overview of key events in the history of the Bank: 

Date Important events 

19 January 2007 The Bank was incorporated as Pareto 
Privat AS 

1 November 2007 The Norwegian FSA granted the Bank a 
banking licence 

12 -15 November 2007 The Bank completed a private placement 
of NOK 750 million 

4 January 2008 
 

The Bank opened for business 

October 2009 The Bank's first bond was listed on Nordic 
ABM 

14 February 2011 The Norwegian FSA authorised the bank 
to carry on certain investment services 
and ancillary services  

7 March 2014 The Bank was registered on the NOTC list 

February - March 2016 The Bank completed a Private Placement, 
Bonus Issue, Repair Offering and 
Employee Issue of in total NOK 203 
million 

27 May 2016 The Bank's Shares were listed on Oslo 

Axess 

November-December 2016 Rights Issue of NOK 200 million 

12 December 2016 The Bank's shares were listed on Oslo 
Børs  
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26 April 2018 The Bank launches the digital product 
Pareto driftskreditt 

4 July 2018 The Bank hands in its license for 
investment services 

5 June 2019 Private Placement for gross proceeds of 
approximately NOK 400 million 

On or about July 2019 Subsequent offering for gross proceeds of 
up to approximately NOK 40 million.  

 

 Products  

The Bank offers credit to customers in the form of short and longer term loans, credit 
facilities and guarantees. Lending is offered in NOK as well as in foreign currency such as 
USD, EUR, SEK, DKK, GBP and CHF.  

Lending in property development is comprised in a large part by secured loans on land and 
building construction facilities. The latter usually have a maturity from 18 to 24 months. 
Building construction facilities normally have a number of conditions precedent that must 
be fulfilled before the facility is opened to the client.  

Corporate financing is comprised of e.g. bridge loans and M&A loans depending on the 
needs of the customer. Pareto driftskreditt is an ongoing facility with short termination 
notice secured by accounts receivable. Within shipping & offshore the Bank offers secured 
lending normally with a maturity of 3-5 years. Fixed rate loans can be but are rarely 
offered.  

Securities are financed through facilities with short termination notice. Currency and multi-
currency facilities can be made available. These facilities are secured by the securities 
being financed.  

The Bank offers a number of banking and transaction services. The Bank offers accounts 
with internet banking to both retail and business customers. Deposits with both floating 

and fixed interest rates are available as well as debit and credit cards and foreign exchange 
services. 

The Bank's funding is made up by a combination of deposits and issuance of unsecured 
certificates and bonds to investors. 

Other than Pareto driftskreditt, which is in a pilot phase, the Bank is not currently in the 
process of developing any new products.  

 Competitive landscape  

The Bank serves medium size corporate clients with a range of financing solutions. These 
clients are to a certain degree underserved. Pareto Bank competes with the largest 
providers of banking services in the Norwegian market, e.g. DNB, Nordea and Danske 

Bank. However, the Bank provides more attention to serving these smaller clients. It is 
more cost efficient for the larger banks to serve large corporate clients. The savings banks 
are less active in the Bank's niche markets as they normally operate locally in their home 
markets.  

From a capital point of view, the Bank operates within markets where the capital 
requirement will be relatively similar for a bank using the standard method (the "Standard 
Method") pursuant to the Capital Requirement Regulation as for a bank using the Internal 
Rating Models ("IRB") method pursuant to the Capital Requirement Regulation to calculate 
its various capital ratios. The Bank only operates in capital intensive markets.   
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Real Estate 

The Bank is a central player within residential property financing in the greater Oslo area. 
Its toughest competitors within this market are DNB, Nordea Bank and BN Bank, all of 
whom have dedicated teams that operate within this market. The Bank's market position 
is based on its ability to respond quickly to customers' needs combined with in-house 
expertise within residential property development. 

Corporates 

All the larger commercial banks are active in the market for corporate financing. The Bank 
concentrates on medium size corporate clients and transactions, which are of less interest 
to the larger banks. The savings banks operate locally in their home markets.  

Shipping & Offshore 

There are currently few offerings to small and medium-sized clients and investment 
projects in the shipping market as banks have exited or reduced their exposure to these 
marekts. Before the financial crisis in 2008 a number of Norwegian and foreign banks 
operated in this market. Today only a few are active of which the most important currently 
are DNB, Nordea Bank, NIBC Bank, ABN Amro Bank, and Maritime & Merchant Bank, a 
bank established in Oslo in 2017 to serve small and medium sized shipping clients.  

Historically, all the larger commercial banks and saving banks have been very active in the 
offshore market.  

Securities 

Competition in standardized financing of securities such as listed stocks is strong. Pareto 
Securities as well as larger banks and major brokers offer these services at prices which 
the Bank cannot compete with. The Bank's focus in this area is in providing tailor-made 
securities financing where there is little competition. 

 Employees 

As the date of this Prospectus, the Bank has 45 employees and 45.2 Full Time Equivalents 
("FTE's"). The following table illustrates the number of employees as per the end of each 
calendar year in addition to full time equivalents for 2018, 2017 and 2016: 

 2018 2017 2016 

Total number of employees 37.0 40.0 36.0 

Total number of FTE's 36.4 39.2 34.0 

 

 Infrastructure and IT systems  

Overview 

Pareto Bank has outsourced all its IT services to external contractors. EVRY is its main 
provider and delivers its banking platform including both the front-end systems and the 
core system. This includes internet bank, systems for lending and deposits, data 
warehousing, core systems and more. Additional suppliers are Bloomberg, Vitec (Portman, 
treasury system), Tieto (Probroker, a trading system for securities used in co-operation 
with Pareto Securities), SuperOffice and CRM Insight (Customer relationship management 
and related integrations), Noria Group (a self-developed application for Receivable 
Financing) and Quesnay (archiving solution, e-signing, customer on-boarding and KYC). 

All front-end systems are web-based and all integration with the core system is done as 
web-services. 
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In 2016 the bank terminated its ASP contract with EVRY and moved to a new contractor, 
Jakob Hatteland Solutions AS. The ASP solution includes server and client operations as 
well as application services such as Exchange, Office, Portman and CRM. These services 
have no direct influence on the core banking platform delivered by EVRY. All servers and 
clients are based on Microsoft architecture with the exception of a few Linux servers. 

Organization 

IT and Security for Pareto Bank are maintained by the CEO. The CIO's role is to maintain 
all IT operations delivered by the Bank's IT suppliers, act as first line support for the Bank's 
employees, maintain all IT agreements and contracts with the suppliers in a cost efficient 
way. The role also handles all the Bank's regulatory obligations for the IT area.  

In-house developed user interfaces and integrations 
All in-house development is outsourced to external developers. Thus the Bank has no 
permanently employed developers itself. 

For most internal development projects the Bank uses Quesnay. The developers in Quesnay 
have specialized knowledge of the Bank's systems and IT-architecture. 

Operations 

IT operations are coordinated by the CIO and maintained by each systems supplier. The 
banking platform operations are performed by EVRY. Server architecture and networking 
are managed by Jacob Hatteland Solutions AS. 

Security 
The Bank's systems have a high level of security through EVRY's and Telenor's security 
regime. This protects the Bank against external threats and secured data and 
communication. 

 Legal proceedings  

The Bank is from time to time involved in litigation, disputes or other legal proceedings 
arising from the normal conduct of its business. 

The Bank is not nor has been during the preceding twelve months involved in any legal, 
governmental or arbitration proceedings which may have or have had significant effects 
on the Bank's financial position or profitability. The Bank is not aware of any such 
proceedings that are pending or threatening. 

 Risk and capital management 

 Overall risk strategy  

Risk management and internal control are key components of the Bank's strategy and 
operation. In the Bank's view, it has a moderately conservative risk profile, managed 
through a strict credit policy with requirements to equity, collateral, and customized 
conditions precedent (CP) and a set of covenants. In addition the Bank holds a relatively 
large liquidity buffer and take little market risk. It is a core principle that the Bank should 
not be exposed to risk that does not originate from its core business. A vast set of policies, 
routines and procedures are adopted to ensure that the risk management and internal 
control are effective and in line with the Bank's risk appetite.  

The Bank's risk management and internal control are also the sum of its employees' values, 

knowledge, understanding and awareness of risks and their relevant internal controls. 
Openness is a prerequisite for the Bank's control culture. It is a natural part of the Bank's 
operation to internally report risks and inefficient internal controls. In this way the Bank's 
risk management and internal control is continuously improved. The Bank carries out an 
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annual assessment of all risks associated with its operation and of the efficiency of its 
internal control. 

The following types of risk are associated with the Bank's operation, with the risk level that 
the Board of Directors has adopted with respect to each: 

 

Risk type Risk level 

Credit risk Moderate 

Liquidity risk Low to moderate 

Market risk Low 

Operational risk Moderate 

 

In addition to the risk types mentioned above, the Bank is exposed to business risk. 

The Bank's risk management is based on the following principles: 

• The Board of Directors has adopted a set of policies that determines the risk profile 

for each risk type. 

• The risk level for each risk type is operationalized into specific risk limits that are 

approved by the Board of Directors. 

• Risk exposures are monitored relative to their limits daily or monthly. 

• Risk exposures are reported monthly to the Board of Directors. 

• An extensive set of routines that covers the Bank's operation is in place and is 

updated when needed. 

• Routines are in place for immediately reporting any deviation from established 

practices to the Bank's compliance officer, and these are reported monthly to the 

Board of Directors. 

• Authority to enter into agreements on behalf of the Bank that exposes the Bank to 

risk is granted to employees by personal authorisations. 

• Operational risk and business risk are managed by performing an internal annual 

assessment of the Bank's operation. 

• All risks and capital necessary to cover them are calculated annually in the Bank's 

Internal Capital Adequacy Assessment Process ("ICAAP"). 

• An evaluation of the Bank's liquidity, funding and routines and policies for 

managing liquidity risk is performed at least annually in the Bank's Internal 

Liquidity Adequacy Assessment Process ("ILAAP"), enclosed in the Bank's ICAAP. 

• A risk assessment will be carried out prior to the introduction of new products or 

the entrance into new markets and the necessary policies and routines will be 

adopted. 

 Risk management 

The Bank distinguishes between credit risk, liquidity risk, market risk and operational risk 

as well as business risk. Market risk is made up of interest rate risk, currency risk and 
credit spread risk. Below is a description of each type of risk with its correspondent 
mitigating actions. 
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Credit risk 

Credit risk is the risk of losses due to the failure of a customer to meet his or her obligations 
and the collateral not covering the obligations. In addition, concentration risk is the risk of 
negative development of an entire sector or correlated loans. The Bank measures and 
manages its credit risk based on a risk classification system. The risk classification system 
is based on an assessment of the debitor's debt-servicing and repayment ability as well as 
on the market value of the collateral.  

The risk classification model also forms the basis for the Bank's pricing model, which is 
designed to ensure that risk is correctly priced in terms of debitor's debt-servicing and 

repayment ability, the collateral in place for the commitment,applicable capital 
requirements and other related costs and income. 

Mitigating actions credit risk 

 Credit risk appetite is set by the Board of Directors in the Bank's credit policy 

 Clearly defined levels of credit authority 

 Diversification of the credit exposure in terms of industry, collateral and size of 

individual commitments  

 A thorough credit decision process and efficient controls via a credit committee 

 An independent risk control function that carries out random controls 

 Credit risk is measured and reported monthly and quarterly in an aggregated risk 

matrix  

 Strict, clear and well-defined terms of lending 

Liquidity risk 

Pareto Bank's goal is to maintain a moderate level of liquidity risk, in both the short and 
the long term. A further goal of the bank is to ensure that it at all times has an adequate 
liquidity buffer in place, the size of the buffer being determined by the bank's growth and 

balance sheet structure. The deposit mix of the bank and ability to issue securities may 
vary more than will be the case for an average Norwegian bank. For this reason, the Bank's 
liquidity targets are somewhat higher than minimum requirements. 

Pareto Bank's policy is to have a robust liquidity management system in place based on 
guidelines adopted by the Board of Directors. The Bank has defined limits and principles 
for managing its liquidity risk. In addition, forecasts and contingency plans have been 

drawn up for use in the event of a liquidity crisis. A policy document defines the levels of 
liquidity risk tolerance and limits in accordance with guidelines issued by the Norwegian 
FSA. 

Mitigating actions liquidity risk 

 Liquidity risk appetite is set by the Board of Directors in the Bank's policy for 

management of liquidity risk 

 Daily reporting of liquidity risk and balance structure to the administration and 

monthly reporting to the Board of Directors 

 Daily updated prognosis for short, medium and long-term liquidity requirements 

 Daily measurement of LCR and other risk measurements  

 Measurement of survival horizons of minimum 12 months 

 Minimum levels of cash, cash equivalents and balances at other banks to cover 

short-term liquidity fluctuations 

 Committed and uncommitted credit facilities and repo-agreements to cover 

shortfalls 
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 Highly liquid bond portfolio consisting largely of bonds that may be used as collateral 

with Norges Bank 

 Dynamic pricing of fixed-rate deposits 

 Maintaining liquidity in the Bank's own issued bonds 

 Regularly performed stress testing 

 Contingency plan tested and updated annually in case of liquidity crisis 

 
Market risk 

Pareto Bank does not trade for its own account in the fixed income and currency markets 

and, insofar as this is possible, continuously manages any exposure that occurs. All items 
on and off the balance sheet and the associated income and expense items are identified, 
which entails that the exposure of the bank will be limited. Exposure must at all times lie 
within limits and powers granted by the Board of Directors. 

The Bank has internal limits in place governing overall interest rate risk in NOK and foreign 
currency and measures this risk within defined maturity intervals and as the total of pairs 

of proximate maturity intervals on a continuous basis. The limit is in force on a continuous 
basis and encompasses all maturities, all financial instruments and all currencies. 

The Bank uses financial instruments such as Interest Rate Swaps and Forward Rate 
Agreements to reduce interest rate risk. 

The Bank measures currency risk as the net position of the bank in an individual currency. 
In addition, the Bank measures the total of net positions in each individual currency as a 

gross value without netting between currencies. The net positions are converted to NOK. 
The bank stress tests the currency positions by analysing the impact on the income 
statement of a market change of 10 percentage points for each individual currency and for 
all currencies overall. 

The Bank uses financial instruments in the currency market such as Foreign Currency 
Forwards and Foreign Currency Swaps to reduce currency risk. 

The Bank will be exposed to the risk of changes in the market value of its portfolio of 
bonds, certificates and mutual funds as a consequence of general changes in credit 
spreads. The Bank uses a methodology based on the Norwegian FSA's Module for Market 
and Credit Risk for monitoring and managing the credit spread risk. Risk must be 
moderately diversified. Limits and guidelines have been put in place to ensure that the 
portfolio is diversified in terms of individual issuers, individual sectors and geographical 

areas. The market risk in the portfolio must be moderate and its market liquidity must be 
high. Limits and guidelines on liquidity risk are in place. Most of the portfolio must be highly 
liquid, with a limited difference between bid and ask prices and a large depth of market in 
relation to the Bank's exposure. 

Mitigating actions market risk 

 Market risk limits are set by the Board of Directors in the Bank's policy for 

management of market risk 

 Daily reporting of liquidity risk and balance structure to the administration and 

monthly reporting to the Board of Directors 

 Daily and continuous hedging of any interest rate and currency risk which occurs 

within the Bank's normal course of business 

 Daily calculation of credit spread risk 

 Targets for credit spread risk and portfolio composition are re-evaluated at regular 

intervals and annually in the Bank's ICAAP/ILAAP 
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Operational risk 

Operational risk occurs when failures in the Bank's structure, policies, routines, systems or 
controls lead to the management's inability to capture and discover risks, abuses or 
mistakes which interrupt the normal flow of transactions. The Bank limits operation risk 
through a good system of policies, routines and controls, a dedicated risk control and 
compliance function and through insurance against economic crime. 

Mitigating actions operational risk 

 Routines to identify and control potential risks 

 Continuous controls of practice 

 Reporting of deviations 

 Annual internal risk review involving employees from all departments 

 Annual review of risk in the Bank's ICAAP 

Business risk 

The Bank is exposed to business risk in the development of its business areas, the region's 
macroeconomic development and with respect to competition from other financial 
enterprises. 

Mitigating actions business risk 

 Regular executive group meetings to discuss market conditions, deal flow, capital 

management and other business issues 

 Regular strategy gatherings for both the executive team and for all employees 

 Annual strategy meeting with the Management and the Board of Directors  

 Business area analyses and stress-tests 

 Presentations of business area status to the Board of Directors 

 Flexibility in the Bank's balance sheet allows for rapid response to changes in 

strategy 

 Organisational structure and internal control  

The Bank's risk management and internal control are based on three lines of defence. 

The first line of defence 

The first line of defence includes all employees and the management of the Bank except 
the second line of defence employee. The first line performs risk assessments and risk 
controls that are meant to make sure that the Bank operates within the risk framework 
and risk appetite defined by the Board of Directors. First line is considered to be the risk 
owner, i.e., the one who is responsible for monitoring and implementing the adequate 
control actions. 

The second line of defence  

The second line of defence consists of an independent control function – the risk control 
and compliance function. This function monitors and controls that the Bank operates within 
the Bank's risk limits. The function is responsible for developing policies and reports as well 
as for preparing risk and compliance reports for the Board of Directors. The function is also 
responsible for assessing the level of compliance with relevant laws and regulations as well 
as for executing unannounced controls. The risk control and compliance function is held by 
the Bank's risk control and compliance officer and it reports directly to the Bank's Chief 
Executive Officer ("CEO") or directly to the Board of Directors. 
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The third line of defence 

The third line of defence consists of the internal auditor. Its function is to carry out 
independent testing of the risk management and internal control. The function is 
independent. The internal auditor is appointed by and reports to the Board of Directors.  

The Bank's organisation reflects the above principles of internal control. 

The Board of Directors 

The Board of Directors has the overall responsibility to ensure that the Bank manages risk 
effectively and according to the defined risk levels. This is done by approving the Bank's 

risk policies and risk management framework, and by monitoring the Bank's aggregate risk 
exposure. In addition, the Board of Directors will ensure that the allocated capital to meet 
these risks fulfils internal and external requirements. The Board of Directors will also 
oversee that the CEO and the Management establish and maintain an efficient system for 
risk management and that necessary controls are in place. Furthermore, the Board of 
Directors will ensure that the Management provides regular and adequate information 
enabling it to execute risk monitoring duties and to make policy decisions relating to risk 
management.  

The Board of Directors also constitutes the Bank's risk committee, audit committee and 
remuneration committee.  

The risk committee monitors and makes policy decisions regarding the aggregate risk 
exposure of the Bank. Within this mandate also lies the responsibility to assess whether 

the Bank's risk management and internal control are adequately adapted to risk exposure 
and the nature of the Bank's operation. The committee is also responsible for evaluating 
the work and independence of the internal auditor. 

The audit committee monitors and ensures adequate quality of financial statements and 
reporting as well as the work and independence of the Bank's external auditor.  

The remuneration committee recommends the principles for the remuneration policy of the 
Bank. It also monitors the Bank's compliance with the remuneration policy and assesses 
whether the Bank's remuneration policy creates incentives that are in conflict with the 
Bank's risk profile.  

CEO and management 

The CEO of the Bank is the overall responsible for implementing risk management and 

internal controls to make sure that the Bank operates within the risk levels and limits 
adopted by the Board of Directors.  

Credit committee 

The Bank has one credit committee which is chaired by the Bank's head of credit. The 
mandate of the committees is to approve applications for credit according to adopted credit 

policy and credit routines. It is also a responsibility to adopt and review the Bank's credit 
policy and routines. 

Balance management committee 
 
The Bank has a balance management committee that is composed of the CEO, the Chief 
Financial Officer ("CFO"), the Compliance- and Risk Officer  and the Director of Real Estate. 
The purpose of the committee is to discuss changes in lending and liquidity management 
that affect the Bank's ability to achieve its capital targets and to discuss funding strategy. 
The committee will ensure that all relevant information is updated so that the Bank can 
make good liquidity and capital forecasts and discuss the need for potential changes in 
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financing and asset management strategy. The Committee schedule their meetings on an 
ad-hoc basis. 

Risk control and compliance function 

This function monitors and controls that the Bank operates within the Bank's risk limits. 
The function is responsible for developing policies and reports as well as for preparing risk 
and compliance reports for the Board of Directors. The function is also responsible for 
assessing the level of compliance with relevant laws and regulations as well as for 
executing unannounced controls.  

Internal audit 

The internal audit function reports to the CEO and the Board of Directors in accordance 
with the annual plan adopted by the Board of Directors, providing independent confirmation 
of the Bank's risk management and internal control. The internal audit function is currently 
carried out by BDO AS.  

Risk policies  

The following policies have been adopted by the Board of Directors: 

• Policy for risk management, internal control and ICAAP (internal adequacy 

assessment process) 

• Contingency plan 

• Routine for deviation reports 

• Policy for credit risk 

• Policy for liquidity risk 

• Liquidity contingency plan 

• Policy for market risk 

• Policy for management of surplus liquidity 

• Policy for investments 

• Policy for financial management 

• Policy for IT securitiy 

• Policy for economic crime  

• Policy for communication 

• Policy for corporate governance 

• Policy for ethics, corporate social responsibility and conflicts of interest 

 Internal Capital Adequacy Assessment Process (ICAAP) and Internal Liquidity 
Adequacy Assessment Process (ILAAP) 

ICAAP is the Bank's tool for analysing and evaluating the Bank's current and future risk 
levels and capital requirements. It ensures that the Bank's capital is sufficient to cover its 
chosen level of risk and maintains the Bank's solidity. The result of the ICAAP is the Bank's 

estimate of Pillar 2 capital requirements, which together with the Norwegian FSA's 
Supervisory Review Process ("SREP") determine the Bank's necessary capital levels. 

The ICAAP ensures the following: 

• that the Bank's chosen risk appetite is at a correct level 
• an optimal and proper use of capital 

• that risk control is established through good systems, policies and routines for 
measurement, follow-up and control of the Bank's activities 

• that the Bank's management is involved in risk management 

ICAAP is an annual process which is evaluated by the Bank's auditor and on occasion by 
the Norwegian FSA. ICAAP can be revised more often if required due to changes in the 
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Bank's business areas, risk levels or market conditions. The process is followed up during 
the year by daily and monthly reporting of credit, liquidity and market risk as well as a 
prognosis of capital ratios. In this way the Bank's management can follow-up the Bank's 
risk level and solidity. 

The ILAAP is enclosed in the ICAAP and is the Bank’s tool for analysing and evaluating the 
Bank’s current and future liquidity and financing risk. The purpose is to measure and 
evaluate whether the Bank’s liquidity funds, finance structure and related policies are 
sufficient.  

 Supervisory Review and Evaluation Process (SREP) 

The Financial Supervisory Authority of Norway has completed its assessment of Pareto 
Bank’s risk, capital needs and liquidity needs. The assessment carried out in 2017 resulted 
in a decision requiring the Bank to have capital corresponding to minimum of 3.2% of its 
risk weighted calculation base in order to cover risks that are not, or are only partially, 
covered by Pilar 1. The Pillar 2 requirement primarily covers risks related to credit quality, 
single-name concentrations and sectoral concentrations. The Pillar 2 requirement must be 
covered by CET1 capital.  

The Bank is defined as a group 3 bank, which indicates that the SREP will be revised on a 
three-year basis, the next revision expected to take place in 2020.  

 Material contracts  

The Bank has not entered into any material contracts outside the ordinary course of 
business for the two years prior to the date of this Prospectus. 

 Property, plants and equipment  

The Bank leases its offices in Dronning Mauds gate 3 in Oslo, Norway.  

The lease agreement is entered into with Dronning Mauds gate 1-3 KS, a subsidiary of the 
Bank's shareholder Pecunia Forvaltning AS. The agreement runs until 2020. The agreement 
is on market terms, and the rent is adjusted in accordance with the Norwegian consumer 
price index (Norwegian: konsumprisindeksen).   

The Bank does not own any real estate. The Bank's tangible fixed assets are fixtures, 
equipment and office machines. The Bank has not mortgaged or accepted other restrictions 
on its right to dispose its property, plant and equipment. 

Apart from its own consumption of paper, energy and its waste products, the Bank does 
not pollute the external environment.  

 Insurance 

The Bank is covered by various operating insurance policies including liability (Codan), 
property damage/business interruption (Codan), employer's liability insurance (Protector), 

health (Storebrand), travel (Europeiske) and professional liability/crime (AIG). In addition, 
a general directors' and officers' liability insurance is in force for the members of the Board 
of Directors and the Management (AIG). 

The Bank considers it to be adequately covered with regard to the nature of its business. 
The Management regularly reviews the adequacy of the insurance coverage. However, the 
Bank cannot guarantee that the Bank will not incur any damages that are not covered by 
its insurance policies or that exceed the coverage limits of the policies. 

 Research, development, patents and licences 

The Bank does not carry out its own research or development. The Bank's IT systems are 
important for its business. The most important IT systems are standardized products 
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delivered by EVRY ASA. It is thus EVRY that is responsible for the development of the 
Bank's main IT systems. The Bank has developed the platform for Pareto driftskreditt 
together with the software company Noria AS. The platform is composed of a 100 % digital 
web-based platform and on-boarding process. The software is owned by the Bank.  

 Dependency on contracts, patents, licences etc.  

It is the Bank's opinion that the Bank's existing business or profitability is not dependent 
upon any licenses or contracts other than the following: 

• The Bank's banking licence.  

• The following agreements relate to the Bank's day-to-day operations: 

o A framework agreement with EVRY ASA and supplementary agreements. EVRY 
ASA is the Bank's main supplier of IT solutions including core banking systems 
and other banking applications and support of these solutions. The agreement 
revolves on a five years basis and the current period runs out 14 September 

2021 with an automatic one year renewal if not renegotiated.   
o An ASP (Application Service Provider) agreement with Jacob Hatteland Solutions 

AS entered into on 10 June 2016 concerning server and client operations, email 
and other application services. 

o The Bank has standard agreements for delivery of services from Nets, 
BankAxept and Visa. 

o An agreement entered into on 20 September 2007 with the Pareto Group which 

entitles the Bank to use the "Pareto" brand and profile. The agreement is further 
described in Section 12.2.1 "Agreements with the Pareto Group". 

o The Bank uses DNB Bank ASA as its main bank. Settlement of accounts is 
executed through Norwegian Interbank Clearing System ("NICS") as a bank 
connected to DNB Bank ASA. 

Moreover, the Bank does not hold any business critical patents. 

 Regulatory overview 

 Introduction 

Pareto Bank is a Norwegian bank established on 19 January 2007, and holds a licence as 
a commercial bank from the Norwegian Ministry of Finance. 

 
Consequently, the Bank is subject to supervision by the Norwegian FSA, which prepares 
and/or issues regulations and supervises the operations carried out by Norwegian 
financial enterprises, including banks. In the event that a financial enterprise is in breach 
of the applicable laws or regulations within the Norwegian FSA's jurisdiction including 
capital adequacy requirements, it may impose administrative sanctions on that 
enterprise, and it may also, subject to further conditions, revoke the enterprise's license 

to operate. 
 
As a member of the EEA, Norway has an obligation to implement all relevant directives 
and regulations relating to financial services that have been incorporated into the EEA 
Agreement. Note, however, that EU Directives and EU Regulations that delegate powers 
to the European Banking Authority ("EBA") have not yet entered into force the EEA 
Agreement due to Norwegian constitutional concerns related to the powers granted to 
EBA under EU regulation No. 1093/2010 establishing a European Supervisory Authority 
(the "EBA-regulation").  
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On the 13 June 2016, the Norwegian Parliament adopted a resolution concerning the 
delegation of powers in connection with the implementation of the directives and 
regulations concerning financial services.  
 
The resolution allows for the implementation of EU directives and EU regulations which 
delegates authority to supervisory bodies established by the EU including EBA. Thus, it is 
expected that EU directives and EU regulations which have been pending due to the 
constitutional concerns related to the powers granted to EBA will be fully implemented 
into Norwegian legislation following this adoption.  
 
Pursuant to the resolution, EBA will hold no formal power over Norwegian financial 

enterprises; however, EBA will be responsible for drafting the decisions of the EFTA 
Surveillance Authority, which will hold the supervisory powers over Norwegian 
enterprises. Pending incorporation in the EEA Agreement, parts of the EU-legislation 
relating to banks and credit institutions (most importantly the revised capital adequacy 
rules) have been directly implemented into Norwegian legislation on a unilateral basis. 
 
In connection with the adoption of the resolution, the Norwegian Parliament adopted Act 
of 17 June 2016 no. 30 concerning EEA financial supervision which establishes that all EU 
regulations concerning supervisory authorities, including EBA, shall be incorporated into 
the EEA-agreement. The resolution model was formally adopted by the EEA joint 
committee on 30 September 2016 and is to be set in force in connection with the 
Parliamentary approval and subsequent enforcement of the proposed amendments to the 
Act on Financial Supervision of 7 December 1956 No. 1 (the "Financial Supervision 
Act"). 
 
In the following, a high-level, non-exhaustive, overview of current and future regulatory 
framework applicable to the Bank will be described.  

 Current regulation  

The Bank is subject to Norwegian regulatory legislation applicable to Norwegian commercial 
banks. This encompasses, but is not restricted to, the following acts: 

• The Act on Financial Enterprises and Financial Groups of 10 April 2015 No. 17 
("FEA"). 

• The Act on Financial Contracts and Financial Assignments of 25 June 1999 No. 46 
("FCA").  

• The Act on Financial Supervision of 7 December 1956 No. 1 (Financial Supervision 

Act). 

The Bank is also subject to the adherent regulations under the abovementioned legislative 
acts adopted by the Norwegian Ministry of Finance and the Norwegian FSA.   

FEA entered into force on 1 January 2016, replacing the previous fragmented legislation 
concerning various financial enterprises. FEA covers a variety of matters concerning 

financial enterprises, and includes provisions on the incorporation of financial enterprises, 
the required licenses and licensing procedures and other requirements regarding the 
conduct of business, including requirements concerning the management and 
governmental bodies in financial enterprises.  Moreover, FEA sets forth provisions on 
capital requirements applicable to certain financial enterprises, including banks.  

Ownership control  

The Bank is subject to provisions on ownership control, which apply to all financial 
enterprises. The provisions on ownership control in Directive 2007/44/EC are implemented 
in the FEA. Under the FEA, acquisitions of so-called qualified holdings in a financial 
enterprise are subject to a pre-approval by the Norwegian Ministry of Finance or the 
Norwegian FSA. A "qualifying holding" is a holding that represents 10% or more of the 
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capital or voting rights in a financial enterprise or that allows for the exercise of significant 
influence on the management of the enterprise and its business. 

Approval may only be granted if the acquirer is considered appropriate according to specific 
non-discriminatory criteria as further described in the FEA (the so-called "fit and proper" 
test). Further, requirement of new approvals are triggered when a holding reaches or 
exceeds certain thresholds (20%, 30% and 50%). In practise the Norwegian regulator has 
refused to approve ownership in excess of 20-25% by owners not being regulated financial 
enterprises themselves. In a letter to the Ministry of Finance dated 10 April 2019, the EFTA 
Surveillance Authority has, however, taken the position that this practice represents a 
breach of the EEA Agreement and given the Ministry of Finance a two month deadline to 
respond. 

Deposit guarantee scheme 

FEA also provides rules on the deposit guarantee schemes for banks. Pursuant to FEA, all 
banks with head offices in Norway, and subsidiaries of foreign banks shall be members of 
the Norwegian Banks' Guarantee Fund. The Norwegian Guarantee Fund provides deposit 

guarantees of each NOK 2 million per member bank should the bank be unable to meet its 
commitments.  

The Deposit Guarantee Scheme Directive 2014/49/EU (DGSD) imposes a harmonised level 
of deposit guarantee of EUR 100,000 and was set in force within the EU 31 December 
2018. The DGSD has not yet been incorporated into the EEA Agreement, but the main 
provisions have been implemented in Norway through FEA chapter 19. However, the 
Norwegian deposit guarantee is still NOK 2 million. It is currently unclear whether Norway 
may uphold this higher level of deposit guarantee.  

Capital requirements  

On 29 March 2019 it was decided to incorporate Directive 2013/36 and Regulation 
575/2013 (together referred to as "CRD IV") into the EEA Agreement. Entry into force is 
currently pending fulfilment of constitutional requirements from the EEA member states.  

However, Norway has implemented the main provisions of CRD IV into the FEA and 
adherent regulations.  

FEA requires a minimum capital adequacy requirement of 8% which shall consist of at least 
4.5% CET1. In addition, 1.5% may be fulfilled with Tier 1 capital and 2.0% may be fulfilled 
with Tier 2 capital. In addition to the requirement of 4.5% CET1, FEA imposes various 
capital buffer requirements applicable to all Norwegian financial enterprises, and all 
consisting of CET1.  

The capital buffer requirements consist of (i) a conservation buffer of 2.5% and (ii) a 
systemic risk buffer of 3% and (iii) a countercyclical buffer of maximum 2.5%. The level 
of the countercyclical buffer is to be determined by the Norwegian Ministry of Finance each 
quarter after receiving advice from Norges Bank. The countercyclical buffer (currently at 

2.0%, but has been decided by the Ministry of Finance to be raised to 2.5% in December 
2019) is to be re-assessed each quarter; an increase will normally be with 12 months' 
notice.

18

  

In addition, systemically important banks must hold a buffer for systemically important 
institutions of 1% of CET1 capital from 1 July 2015. However, the Bank is not deemed to 
be a systemically important institution, and consequently this capital buffer requirement 
does not apply to the Bank. 
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  Norwegian Ministry of Finance Press Release, «Countercyclical buffer unchanged», 23 March 2019, 10 May 2019 
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Consequently, the Bank is required to hold at least a total of 12.5% of CET1 capital as of 
31 December 2019. This is referred to as the Pillar 1 requirement under CRD IV.  

In addition to the regulatory minimum Pillar 1 requirement, the Bank is required to hold 
such capital as deemed necessary under the Bank's internal assessment of its capital 
needs. This capital assessment must be made at least on an annual basis, and is made 
according to the ICAAP as laid down in CRD IV (called "Pillar 2"), as well as the Norwegian 
FSA's supervisory review process (SREP).  The Norwegian FSA published a circular 12/2016 
on 27 June 2016 describing a methodology for performing the SREP. 

Effective from 30 September 2014, the Norwegian Government amended the requirements 

for each of the different types of capital, namely common equity Tier 1 (Norwegian: ren 
kjernekapital), additional tier 1 (Norwegian: annen kjernekapital) and Tier 2 capital 
(Norwegian: tilleggskapital), in line with the definitions set out in CRD IV. 

In addition to the risk weighted capital requirements, the new set of legislations also 
include a non-risk capital requirement, which came into effect in Norway June 2017. The 
minimum leverage ratio requirement has been set at 3.0% with a requirement for all 

Norwegian banks to have an additional buffer of 2.0% and a further 1.0% for the banks 
which are deemed systemically important.  

Liquidity Requirements  

The CRD IV/CRR framework also includes liquidity requirements.  

CRD IV imposes quantitative liquidity requirements applicable to banks and other credit 

institutions. Liquidity Coverage Ratio ("LCR") was introduced 2016 onwards, with gradual 
implementation, taking full effect (100%) from 31 December 2017 for not systemically 
important banks. An additional Net Stable Funding Ratio ("NSFR") was implemented in 
December 2018. The LCR is the requirement that banks should have enough high quality 
liquid assets in their liquidity buffer to cover the difference between the expected cash 
outflows and the expected capped cash inflows over a 30-day stressed period.  

On 23 November 2016, the EU commission proposed several amendments to the CRR/CRD 
including requirements concerning a binding NSFR to address the excessive reliance on 
short-term wholesale funding and to reduce long-term funding risk. The proposal from the 
EU-commission further states that the NSFR should be expressed as a percentage and set 
at a minimum level of 100%, which indicates that an institution holds sufficient stable 
funding to meet its funding needs during a one-year period under both normal and stressed 
conditions. 

AML  

Banks are subject to the legislative framework implementing EU directive 2015/847 on 
preventing the use of financial system for money laundering or terrorist financing (the 
Fourth Anti-Money Laundering Directive), which comprises of (i) the Norwegian Act of 1 
June 2018 no. 23 on Measures to Combat Money Laundering and the Financing of Terrorism 

("AML") and (ii) adherent regulations of 14 September 2018 no. 1324 (the "AML 
Regulations"). Under the AML, banks are regarded as entities with reporting obligation 
pursuant to the AML section 4. Consequently, banks, and other financial enterprises, are 
subject to the following obligations: 

• Assess the risk that the enterprise will be used for money laundering or financing of 
terror, and apply the remaining obligations and measures on the basis of this 

assessment. 
• Apply customer due diligence measures of various nature depending on the particular 

risk concerning the customer, customer relationship, product or transaction. 
• Ongoing monitoring of existing customer relationships. 
• The obligation to make inquiries. 
• Reporting obligation. 
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• Establish internal control and communications procedures. 
• Retention of documents for five years after the customer relationship has ended or 

five years after the transaction has been carried out. 

The Norwegian FSA is responsible for the supervision of financial enterprises and their 
compliance with AML and adherent regulations. Financial enterprises shall report suspicious 
transactions and activity to  the Norwegian National Authority for Investigation and 
Prosecution of Economic and Environmental Crime ("ØKOKRIM"), which are responsible 
for the assessment, based on information received, of whether to pursue criminal 
prosecution in connection with transactions relating to proceeds of crime or acts of 
terrorism, both the principal and/or potential accomplices.   

Legal entities and persons acting in capacity of their professions encompassed by the AML 
may be defined as gatekeepers ("Gatekeepers"), because they provide services which 
ensure the carrying out of transactions on behalf of their customers. 

The AML imposes an extensive risk based approach in order to ensure an efficient 
implementation of the measures. Hence, the obligations and measures shall be applied on 
the basis of an assessment of the risk of money laundering or terror financing taking place. 
The obligations pursuant to the AML may be divided into three main categories of 
obligations. Firstly, Gatekeepers shall conduct customer due diligence measures of its 
customers and retain documentation deriving from these customer due diligence 
measures. Secondly, Gatekeepers shall carry out ongoing monitoring of its existing 
customers and transactions, carry out inquiries regarding suspicious transactions and 
activity and are in certain circumstances obligated to report to ØKOKRIM. Thirdly, 

Gatekeepers shall establish internal control and communication procedures, apply 
necessary measures to ensure that employees have the necessary knowledge to comply 
with the requirements pursuant to the AML and appoint a specific person in the legal entity 
as the main responsible for the follow-up of these procedures.  

The Norwegian FSA has been given powers to sanction breaches of the AML regulatory 
scheme, including the authority to (i) issue a public warning (ii) order the person 
responsible to cease the conduct and to desist from a repetition of the conduct (iii) 
withdrawal or suspension of the authorisation of entities holding such authorisation (iv) 
issue a temporary ban of the person discharging managerial responsibilities in a legal entity 
from exercising management functions in obliged entities (v) issue fines.  

Note that member states are given the authority to impose additional administrative 
sanctions. Thus, the Norwegian FSA may be empowered to impose other administrative 
sanctions, and the fines may exceed the amount stated in the directive. 

BRRD 

Directive 2014/59/EU of the European Parliament and of the Council of 15 May 2014 
establishing a framework for the recovery and resolution of credit enterprises and 
investment firms (the BRRD) has not been incorporated into the EEA agreement. However, 

the provisions of the directive have been implemented in Norway in FEA and was set in 
force 1 January 2019. 

The BRRD is designed to provide authorities with a credible set of tools to intervene 
sufficiently early and quickly in an unsound or failing institution so as to ensure the 
continuity of the institution's critical financial and economic functions, while minimising the 
impact of an institution's failure on the economy and the financial system. 

The BRRD contains four resolution tools and powers which may be used alone or in 
combination where the relevant resolution authority considers that (a) an institution is 
failing or likely to fail, (b) there is no reasonable prospect that any alternative private 
sector measures would prevent the failure of such institution within a reasonable 
timeframe, and (c) a resolution action is in the public interest: (i) sale of business – which 
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enables resolution authorities to direct the sale of the firm or the whole or part of its 
business on commercial terms; (ii) bridge institution – which enables resolution authorities 
to transfer all or part of the business of the firm to a "bridge institution" (an entity created 
for this purpose that is wholly or partially in public control); (iii) asset separation – which 
enables resolution authorities to transfer impaired or problem assets to one or more 
publicly owned asset management vehicles to allow them to be managed with a view to 
maximising their value through eventual sale or orderly wind-down (this can be used 
together with another resolution tool only); and (iv) bail-in which gives resolution 
authorities the power to write down claims of unsecured creditors of a failing financial 
enterprise (with some exemptions, most notably deposits falling within the deposit 
guarantee level) and/or to convert such claims to equity (the "general bail-in tool"), which 
such equity could also be subject to any future application of the general bail-in tool.  

In addition to the general bail-in tool, the BRRD provides for resolution authorities to have 
the further power to permanently write-down or convert into equity subordinated capital 
instruments at the point of non-viability and before any other resolution action is taken 
(non-viability loss absorption). 

The BRRD also provides for a member state as a last resort, after having assessed and 
exploited the above resolution tools to the maximum extent possible whilst maintaining 
financial stability, to be able to provide extraordinary public financial support through 
additional financial stabilisation tools ("bail-out"). These consist of the public equity support 
and temporary public ownership tools. Any such extraordinary financial support must be 
provided in accordance with the EU state aid framework. 

PSD2 
 
Directive 2015/2366 of the European Parliament and of the Council of 25 November 2015 
on payment services in the internal market (the "PSD2") was set in force in Norway 1 
April 2019. The main purpose of PSD2 is to enhance consumer protection, promote 
innovation and improve the security of payment services. A key element of PSD2 includes 
the right of third party payment services providers to access customers' payment accounts 

held at other payment service providers (i.e. banks). PSD2 introduces two third party 
payment service providers: account information service providers and payment initiation 
service providers. Pursuant to PSD2, banks will be required to provide access to the 
customers' payment accounts, provided that the relevant payment accounts are accessible 
online, the customers' accounts qualify as payment accounts and the third party payment 
service providers are duly licensed. The new framework requires banks to reformulate their 
approach to providing secure data access to third parties, and it increases the competition 
between payment service providers because more payment service providers are given 
access to customers' account information, including funds available. Other key elements 
of PSD2 include tightening of the exemptions from the application of PSD2, enhancements 
of the rights of consumers with respect to refunds, liability for unauthorised payments and 
the obligations of payment services providers when securing customer data. PSD2 also 
introduces improved consumer protection for payments made outside of the EU or in non-
EU currencies.  
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8. CAPITALISATION AND INDEBTEDNESS 

The information presented below should be read in conjunction with the other parts of 
this Prospectus, in particular Section 9 "Selected Financial Information" and Section 10 
"Operating and Financial Review", and the Financial Statements and the notes related 
thereto, incorporated by reference in this Prospectus, see Section 19.1 "Incorporation by 
reference".  

There has been no material change to the Bank's unaudited capitalisation and net 
financial indebtedness since 31 March 2019. 

 Capitalisation 

 

(In NOK millions unless otherwise stated) 

As of 

31 March 2019 

Actual 

(unaudited) 

 

Total current debt:  

Guaranteed  0.0 

Secured 1 0.0 

Unguaranteed/Unsecured  9,411.8 

Total current debt 9,411.8 

  

Total non-current debt:  

Guaranteed 0.0 

Secured 0.0 

Unguaranteed and unsecured 4,901.5 

Total non-current debt 4,901.5 

Total indebtedness  14,313.3 

  

Shareholders' equity   

Share capital  703.4 

Legal Reserve 424.6 

Other Reserves  1,277.5 

Total shareholders' equity  2,405.5 

Total Tier 1 Hybrid loan capital 200.0 

Total capitalisation  16,918.8 

1 Collateral for settlement of financial instruments. 
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 Net financial indebtedness 

Capitalisation 

(In NOK millions unless otherwise stated) 

As of 

31 March 2019 

Actual 

(unaudited) 

(A) Cash  0.0 

(B) Cash equivalents  951.5 

(C) Trading securities  3,786.6 

(D) Liquidity (A)+(B)+(C)  4,738.1 

   

(E) Current financial receivables  8,622.2 

   

(F) Current bank debt  12.1 

(G) Current portion of non-current debt  951.5 

(H) Other current financial debt  8,448.1 

(I) Current financial debt (F)+(G)+(H)  9,411.7 

   

(J) Net current financial indebtedness (I)-(E)-(D)  -3,948.6 

   

(K) Non-current bank loans  0.0 

(L) Bonds issued  4,598.3 

(M) Other non-current loans 303.3 

(N) Non-current financial indebtedness (K)+(L)+(M)  4,901.6 

   

(O) Net financial indebtedness (J)+(N)  953.0 

 

Deposit financing grew by NOK 977 million in Q1 2019, composed of a diversified growth 
in several deposit products. Net outstanding securities debt increased by NOK 268 million 
since the end of the fourth quarter 2018. In Q1 2019 the Bank issued NOK 900 million of 
new senior securities debt and redeemed securities for NOK 500 million. In addition, the 
Bank buys and sells its own loans in the market. The Bank had a surplus liquidity of NOK 
4,738 million at the end of Q1 2019. 

 Working capital statement 

The Bank is of the opinion that the working capital available to the Bank is sufficient for 

the Bank's present requirements, for the period covering at least 12 months from the date 
of this Prospectus. 

 Contingent and indirect indebtedness 

The Bank issues guarantees in its course of business. This guarantee exposure amounts to 
NOK 249.8 million as of 31 March 2019. Other than this the Bank did not have any 
contingent or indirect indebtedness as the date of this Prospectus. 
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9. SELECTED FINANCIAL INFORMATION 

 Introduction 

The following tables present selected Historical Financial Information in respect of the 

Bank. Unless otherwise stated herein, the selected interim condensed financial information 
as of, and for the three month period ended, 31 March 2019 (with comparable figures for 
the three months ended 31 March 2018) and the selected financial information as of, and 
for the years ended, 31 December 2018, 2017 and 2016 have been derived from, and are 
based on, the Interim Financial Statements and the Annual Financial Statements, 
respectively.  

The Annual Financial Statements as of, and for the years ended, 31 December 2018, 2017 
and 2016, incorporated by reference in this Prospectus (see Section 19.1 "Incorporation 
by reference"), have been prepared in accordance with IFRS as adopted by the EU. The 
Interim Financial Statements, as of, and for the three months ended, 31 March 2019 (with 
comparable figures for the three months ended 31 March 2018) incorporated by reference 
in this Prospectus, have been prepared in accordance with IAS 34. The Annual Financial 

Statements have been audited by PricewaterhouseCoopers AS, as set forth in their report 
thereon included together with the Annual Financial Statements. 

The selected financial information included herein should be read in connection with, and 
is qualified in its entirety by reference to, the Annual Financial Statements and Interim 
Financial Statements incorporated by reference in this Prospectus, see Section 19.1 
"Incorporation by reference", and should be read together with Section 10 "Operating and 
Financial Review".  

 Summary of accounting policies  

For information regarding accounting policies and the use of estimates and judgements, 
please refer to Note 2 of the Annual Financial Statements as of, and for the year ended, 
31 December 2018, and Note 1 Interim Financial Statements as of 31 March 2019, 
incorporated by reference in this Prospectus.  

 Statement of comprehensive income 

The table below sets out selected data from the Bank's statement of comprehensive income 
for the three month period ended 31 March 2019 and 2018 and its statement of 
comprehensive income for the years ended 31 December 2018, 2017 and 2016.  

* * * 

(Selected financial information follows overleaf) 
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 Three months ended 

31 March 

Year ended 

31 December 

In NOK millions 
2019 

(unaudited) 

2018 

(unaudited) 

2018 

(audited) 

2017 

(audited) 

2016 

(audited) 

Interest income and 

similar income 222.9 168.0 752.8 680.3 618.7 

Interest expenses and 

similar expenses (60.3) (38.9) (198.4) (173.4) (202.8) 

Net interest income 162.6 129.1 554.4 507.0 415.9 

Commission income and 

income from banking 

services 1.8 2.3 11.8 11.6 15.2 

Commission expenses 

and expenses relating to 

banking services (0.4) (0.4) (1.6) (0.9) (0.6) 

Income from 

shareholdings in 

associated companies 0.0 1.2 4.4 3.0 2.5 

Net gain/(loss) on 

financial instruments at 

fair value 4.4 1.6 (5.9) 18.2 24.5 

Other operating income 0.5 0.1 0.1 0.1 0.3 

Net other operating 

income 6.2 4.9 8.8 32.0 42.0 

Total net income 168.8 134.0 563.2 539.0 457.9 

Payroll and other 

personnel expenses (21.2) (19.1) (74.6) (76.6) (61.6) 

Administrative expenses (6.3) (6.9) (23.4) (19.3) (18.4) 

Ordinary depreciation (2.1) (1.7) (7.6) (4.2) (4.3) 

Other operating 

expenses (5.4) (3.4) (14.4) (12.5) (14.6) 

Total operating 

expenses before 

impairments and 

losses (35.0) (31.0) (119.9) (112.6) (98.8) 

Operating profit 

before impairments 

and losses 133.9 103.0 443.3 426.4 359.1 

Impairments and losses 

on loans and guarantees (1.0) 2.7 (4.6) (11.4) (30.7) 

Pre-tax operating 

profit 132.9 105.6 438.7 415.0 328.5 

Tax expense (33.2) (26.4) (108.0) (102.4) (81.2) 

Profit for the period 99.7 79.2 330.8 312.6 247.3 

      

Items not reclassified 

to profit or loss 0.0 0.0 0.0 0.0 0.0 

Total profit for the 

period 99.7 79.2 330.8 312.6 247.3 
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 Condensed statement of financial position 

The table below sets out selected data from the Bank's statement of financial position as 
of 31 March 2019 and 2018 and its statement of financial position as of 31 December 2018, 
2017 and 2016.  

In NOK millions As of  

31 March 

As of 

31 December 

 2019 2018 2018 2017 2016 

ASSETS (unaudited) (unaudited) (audited) (audited) (audited) 

Cash and receivables from central banks 768.2 62.0 68.1 61.0 57.1 

Loans to and receivables from credit 

institutions 183.3 343.1 251.5 295.5 747.3 

Loans to customers 12,064.5 10,065.9 11,652.7 9,447.7 8,753.8 

Certificates and bonds 3,786.6 2,802.2 3,484.6 3,173.9 3,315.1 

Financial derivatives 19.3 30.9 13.7 11.6 12.7 

Shares, units and other securities 10.0 41.7 52.4 41.2 0.0 

Shareholdings in associated companies 37.5 37.2 37.5 36.0 14.7 

Intangible assets 34.0 34.5 35.1 30.2 24.9 

Deferred tax asset 7.6 2.8 7.6 2.8 12.0 

Tangible fixed assets 3.1 3.6 3.1 3.2 0.7 

Other assets 1.0 0.8 0.3 0.3 0.9 

Prepaid expenses and accrued income 3.7 8.9 0.3 0.6 1.6 

Assets 16,918.8 13,433.5 15,607.0 13,104.0 12,940.8 

      

LIABILITIES       

Deposits from credit institutions 12.1 460.5 0.2 200.2 4.1 

Deposits from customers  8.599,5 6,334.2 7,622.7 7,083.9 7,646.8 

Securitised debt 5,279.3 4,008.4 5,011.1 3,250.2 2,885.5 

Financial derivatives 16.8 17.8 47.0 46.0 55.8 

Tax payable 49.3 87.9 110.3 92.0 63.2 

Other liabilities 60.0 120.3 5.1 6.3 5.7 

Accrued expenses and prepaid income 25.8 23.2 32.3 29.1 24.2 

Subordinated loan capital  270.5 270.3 270.4 270.2 270.2 

Total liabilities 14,313.3 11,322.7 13,099.1 10,978.1 10,955.6 

Share capital 703.4 703.4 703.4 703.4 703.4 

Share premium reserve 424.6 424.6 424.6 424.6 424.6 

Reserve for unrealised gains 8.3 11.4 8.3 11.4 7.7 

Other equity 1,269.2 921.4 1,171.4 936.5 689.4 

Subordinated bonds 200.0 50.0 200.0 50.0 160.0 

Equity 2,605.5 2,110.8 2,507.8 2,125.9 1,985.2 

Equity and liabilities 16,918.8 13,433.5 15,607.0 13,104.0 12,940.8 
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 Condensed statement of cash flows 

The table below sets out selected data from the Bank's interim statement of cash flows for 

the three month period ended 31 March 2019 and 2018 and its statement of cash flows for 
the years ended 31 December 2018, 2017 and 2016 as derived from the Interim Financial 
Statements and the Annual Financial Statements. 

In NOK millions Three months ended 

31 March 

Year ended 

31 December 

 
2019 

(unaudited) 

2018 

(unaudited) 

2018 

(audited) 

2017 

(audited) 

2016 

(audited) 

Cash flow from Operating activities      
Interest paid by central banks and credit institutions 6.5 3.8 4.8 3.0 3.6 

Payments made/received on customer deposits 973.1 (742.8) 524.1 (552.6) 1,191.9 

Interest paid on customer deposits (24.4) (25.3) (73.9) (103.2) (100.4) 

Payments made/received on loans to customers (404.8) (605.1) (2,192.9) (680.6) (794.6) 

Interest received on loans to customers 197.9 160.0 683.8 612.0 559.8 

Payments made/received on deposits from credit 

institutions 12.1 260.3 (200.1) 196.1 3.7 

Interest paid on deposits from credit institutions 0.1 0.2 (0.9) 0.8 (0.7) 

Payments made/received on certificates and bonds (304.3) 367.1 (318.2) 144.6 (997.3) 

Interest received on certificates and bonds 17.0 13.4 50.1 42.2 47.5 

Payments made/received on financial derivatives (31.3) (45.9) (7.0) 9.4 57.1 

Commission received 1.8 2.4 11.9 11.7 15.3 

Commission paid (0.4) (0.4) (1.6) (0.9) (0.6) 

Payments relating to operations (41.6) (41.0) (111.4) (114.0) (95.5) 

Tax paid (46.8) (30.3) (92.8) (63.2) (57.6) 

      

Net cash flow from operating activities 355.0 (683.6) (1,724.1) (494.7) (167.8) 

Investing activities   
   

Payments made on purchase of tangible fixed assets  (0.4) (0.8) (0.9) (3.0) (0.2) 

Payments made on purchases of intangible assets (0.5) (5.5) (11.5) (8.9) (3.0) 

Payments made/received on shares, units and other 

securities 42.8 (0.5) (8.3) (59.8) (3.9) 

Net cash flow from investing activities 41.8 (6.9) (20.8) (71.7) (7.1) 

Financing activities      

New share capital and additional paid-in capital 0.0 0.0 0.0 0.0 392.6 

Payments made in repayment of subordinated bonds 0.0 0.2 0.0 (109.5) 0.0 

Issued of subordinated bonds 0.2 0.0 149.8 0.0 0.0 

Payments received from issues/sales of securities 268.2 756.8 1,758.7 367.3 (132.0) 

Interest paid on securities debt  (28.3) (15.2) (91.3) (67.3) (88.1) 

Interest paid on subordinated loan capital (2.5) (2.2) (9.1) (9.1) (4.7) 

Interest paid on subordinated bonds (2.6) (0.6) (6.2) (4.3) (10.4) 

Dividend paid 0.0 0.0 (93.8) (58.6) 0.0 

Net cash flow from financing activities 235.1 739.0 1,708.0 118.5 157.5 

Cash flow for the period      

Cash and cash equivalents at the start of the period 319.6 356.5 356.5 804.3 821.8 

Cash and cash equivalents at the end of the period 951.5 405.1 319.6 356.5 804.3 

Net change in cash and cash equivalents 631.9 48.6 (37.0) (447.8) (17.4) 
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 Condensed statement of changes in equity 

The table below sets out selected data from the Bank's statement of changes in equity for 
the years ended 31 December 2018, 2017 and 2016 and its interim statement of changes 
in equity for the three month period ended 31 March 2019. 

 

In NOK millions 
Share 

 capital 

Other 

paid 
 in capital 

Fund for 

unrealized 
gains 

Retained 
earnings 

 

 
Share-

holders' 
equity 

 

 
 

Hybrid 
capital 

Total 
 Equity 

Balance sheet as at 1 January 
2016 510.0 225.5 4.8 450.2 1,190.4 160.0 1,350.4 

Profit for the year  0.0 0.0 3.0 244.3 247.3 0.0 247.3 

Paid interest on hybrid capital 0.0 0.0 0.0 (10.4) (10.3) 0.0 (10.3) 

Reduced tax interest hybrid capital 0.0 0.0 0.0 2.6 2.6 0.0 2.6 

Share issue  193.4 199.1 0.0 0.0 392.6 0.0 392.6 

Reduced tax in share issue costs 0.0 0.0 0.0 2.7 2.7 0.0 2.7 

Balance sheet as at 31 
December 2016 703.4 424.6 7.7 689.4 1,825.2 160.0 1,985.2 

        

Balance sheet as at 1 January 
2017 703.4 424.6 7.7 689.4 1,825.2 160.0 1,985.2 

Profit for the year  0.0 0.0 3.7 308.9 312.6 0.0 312.6 

Paid interest on hybrid capital 0.0 0.0 0.0 (4.3) (4.3) 0.0 (4.3) 

Reduced tax interest hybrid capital 0.0 0.0 0.0 1.1 1.1 0.0 1.1 

Paid dividend  0.0 0.0 0.0 (58.6) (58.6) 0.0 (58.6) 

Redeemed hybrid capital 0.0 0.0 0.0 0.0 0.0 (110) (110) 

Balance sheet as at 31 
December 2017 703.4 424.6 11.4 936.5 2,075.9 50.0 2,125.9 

        

Changes in write downs under 

IFRS9 vs. IAS39 after tax 0.0 0.0 0.0 (0.1) (0.1) 0.0 (0.1) 

        

Balance sheet as at 1 January 

2018 703.4 424.6 11.4 936.4 2,075.8 50.0 2,125.8 

Profit for the year 0.0 0.0 (3.1) 333.9 330.8 0.0 330.8 

Paid interest on hybrid capital 0.0 0.0 0.0 (6.7) (6.7) 0.0 (6.7) 

Reduced tax interest hybrid capital 0.0 0.0 0.0 1.7 1.7 0.0 1.7 

Paid dividend  0.0 0.0 0.0 (93.8) (93.8) 0.0 (93.8) 

Issued hybrid capital 0.0 0.0 0.0 0.0 0.0 150.0 150.0 

Balance sheet as at 31 

December 2018 703.4 424.6 8.3 1,171.4 2,307.8 200.0 2,507.8 

        

Balance sheet as at 31 

December 2018 703.4 424.6 8.3 1,171.4 2,307.8 200.0 2,507.8 

Profit for the period 0.0 0.0 0.0 99.7 99.7 0.0 99.7 

Paid interest on hybrid capital 0.0 0.0 0.0 (2.6) (2.6) 0.0 (2.6) 

Reduced tax interest hybrid capital 0.0 0.0 0.0 0.6 0.6 0.0 0.6 

Balance sheet 31 March 2019 703.4 424.6 8.3 1,269.2 2,405.5 200.0 2,605.5 

 

 Independent Auditor 

The Bank's independent auditor is PricewaterhouseCoopers AS with registration number 

987 009 713 and business address at Dronning Eufemias gate 8, 0191 Oslo, Norway. 
PricewaterhouseCoopers AS is a member of Den Norske Revisorforeningen (The Norwegian 
Institute of Public Accountants). PricewaterhouseCoopers AS has been the Bank's 
independent auditor since December 2007 and thus throughout the period covered by 
financial information included in this Prospectus. 

PricewaterhouseCoopers AS' audit reports on the Annual Financial Statements are included 
within the Annual Financial Statements and incorporated by reference together with the 
Annual Financial Statements.  

PricewaterhouseCoopers AS has not audited, reviewed or produced any report on any other 
information provided in this Prospectus.  
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10. OPERATING AND FINANCIAL REVIEW 

This operating and financial review should be read together with Section 9 "Selected 

Financial Information" and the Annual Financial Statements and the Interim Financial 
Statements and related notes as incorporated by reference in this Prospectus (see Section 
19.1 "Incorporation by reference").  

The operating and financial review contains forward-looking statements. These forward-
looking statements are not historical facts, but are rather based on the Bank's current 
expectations, estimates, assumptions and projections about the Bank's industry, business 

and future financial results. Actual results could differ materially from the results 
contemplated by these forward-looking statements because of a number of factors, 
including those discussed in Section 2 "Risk Factors" and Section 4.3 "Forward-looking 
statements", as well as other Sections of this Prospectus.  See Section 10.9 "Basis for the 
preparation of financial reporting".   

 General overview 

Pareto Bank was established in 2007 with a share capital of NOK 750 million. The rationale 
for starting a new bank was an identified market opportunity with the Norwegian corporate 
banking market being dominated by local savings banks serving regional clients and a few 
large commercial banks serving large corporate clients. Pareto Bank management believed 
that there was a market opportunity for a flexible, customer oriented commercial bank 
focusing on tailor-made financing solutions. Pareto Bank has demonstrated that this was 

correct. The Bank has established itself as a provider of financing solutions to medium-
sized enterprises and of medium-sized projects and transactions within the market for real 
estate financing, corporate financing and shipping & offshore financing.   
 
The Bank granted its first loans in January 2008. Real estate financing was a priority from 
the start, and the Bank offered both financing of property development and commercial 

real estate from its establishment. During the years 2013 to 2017, the Bank specialized 
within financing of property development and took the position as the specialized real 
estate developer bank for Eastern Norway and larger Norwegian cities.  In early years, The 
Bank offered standardized securities financing to clients of Pareto Securities. In 2016, 
Pareto Securities started offering this product themselves while Pareto Bank concentrated 
on tailor-made securities financing. Based on knowledge and experiences from securities 
financing, the Bank identified a market demand for transaction-based corporate financing. 

In 2017, the Bank set the ambition of becoming the leading provider of tailor-made 
financing to medium-sized Norwegian enterprises. In dialogue with customers about 
corporate financing, the Bank was often asked to finance working capital. During 2018, the 
Bank therefore developed a digital solution for working capital financing. In 2011, the Bank 
entered the shipping & offshore markets. This was and is an underserved market as many 
banks have and are exiting. The Bank has a Norwegian focus financing Norwegian ship 
owners, family offices and the Norwegian investment project market. The Bank 

strengthened its competitive position within commercial real estate financing in 2018  as 
it started to work with the Norwegian credit institution Eiendomskreditt.  
 
The table below gives an overview of Pareto Bank’s lending business as of the end of March 
2019: 
 

* * * 

(Overview of the Bank's lending business follows overleaf) 
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The exposure to real estate amounted to NOK 10.3 billion or 71% of the Bank’s total credit 
exposure by the end of March 2019. Preferred commitment size in this market is NOK 50-
100 million with loan maturities ranging from 1 to 3 years. The Bank’s offer includes land 
acquisition financing, building construction facilities and commercial real estate financing. 
Corporate financing made up 15% of the total credit exposure and amounted to NOK 2.1 
million. Preferred commitment size is NOK 20-50 million with loan maturities ranging from 

1 to 3 years. The Bank is a provider of tailor-made solutions including M&A loans, bridge 
loans, investment loans and working capital facilities. The shipping & offshore exposure 
amounted to NOK 736 million or 5% of the Bank’s total credit exposure by the end of March 
2019. Preferred commitment is USD  10-20 million with loan maturities ranging from 3 to 
5 years.  
 
The Bank has delivered a net lending growth of from 8-10% during the last years. In 2018, 

growth accelerated as the knowledge of the Bank as a provider of corporate financing 
increased. In addition, the Bank started working with Eiendomskreditt within commercial 
real estate. Within property development financing there is a high share of recurring 
business as well as an inflow of new customers given the market position the Bank has in 
this market. Within shipping & offshore, the portfolio has been de-risked and activity is 
increasing as the Bank has intensified its sales efforts and the supply of capital is low. 
Going forward, the Bank's ambition is to take advantage of a good deal flow and market 

position to grow profitably in its niche markets, while delivering a return on equity of 15% 
to shareholders. 
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Pareto Bank is a credit specialist with extensive knowledge of Norwegian projects, 
transactions and businesses within its niche markets. The Bank is hands-on and personal. 
Each customer has a fixed point of contact in the Bank and some 80 % of the employees 
work with clients. Credit expertise and in-depth knowledge give a good understanding of 
client needs and on this base the Bank provide clients with tailor-made solutions. Reliability 
and efficiency are valued both internally and by clients. The Bank reliably indicate if and 
how to meet customer needs. Unnecessary bureaucracy is limited to ensure that decisions 
are made fast and with high quality.  These are all qualities appreciated by professional 
and transaction-oriented customers. These are also qualities that characterizes the Bank’s 

internal corporate culture. 
 
Operational efficiency is high with a strong cost/income ratio. Average commitment size is 
on average large and lending margins and provisions good. This combined with focus on 
maintaining low costs, explain the competitive cost/income ratio. The historical 
development in the Bank’s cost/income ratio is illustrated below. 
 

 
The Bank’s long-term ambition is profitable lending growth with a return on equity after 
tax of 15%. On average, the Bank has delivered a return of 15.5% during the last four 
years. During the same period, average equity has increased from an average of NOK 1.0 
billion in 2015 to NOK 2.4 billion in Q1-2019. In 2016, the Bank did an IPO and an equity 

increase of in total NOK 403 million. The objective of the equity increase in 2016 was to 
strengthen the Bank’s CET1 ratio in line with NFSA requirements and thus establish a 
financial platform for continued profitable growth. 
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 Significant factors affecting business performance 

 Macroeconomic environment and monetary policy 

The recent upturn in the Norwegian economy is expected to continue. However, economists 
are keeping a close eye on the future as the prospect of slowing growth internationally or 
a marked long-term drop in the oil fund, may negatively impact businesses and fiscal 
policy.  

Following seven consecutive years of international economic upturn signs of clouds on the 
horizon are now starting to appear. In the face of a weakening international business cycle, 

the ongoing uncertainty concerning global trade and politics, including Brexit and the 
prospects of a trade war, SSB is revising their growth trajectory down in their latest 
publication on “Economic trends for Norway and abroad”.  They further emphasize that the 
downside risk remains high, particularly with regards to the real economy.  

An expansionary fiscal policy, low interest rates and wage modernization have been the 
key contributors to the favourable development that has characterized the Norwegian 
economy in recent years. Since 2017, fiscal policy has become more neutral, we have seen 
an uptick in wage growth and Norges Bank raised interest rates for the first time in more 
than two years. Going forward, we can assume that these driving forces will have a neutral 
or contractive impact. For the petroleum industry things are finally looking brighter, with 
marked growth is expected in 2019. SSB concludes that the Norwegian economy is 
expected to be almost cyclical neutral until 2022.  

Following the highly expansionary fiscal policy pursued in order to meet falling oil prices in 
the period 2014-2016 Norwegian fiscal policy is now looking more cyclically neutral and 
petroleum revenue spending will stabilize at just over 2 per cent of the value of the fund 
going into 2022. After four consecutive years on petroleum investment falls in 2017, we 
saw a slight shift in the trend in 2018. In 2019 SSB expect investments to growth 
meaningfully. Projects are also starting to look profitable with lower costs and an assumed 

oil price above USD 60 per barrel. In terms of monetary policy, SSB expect Norges Bank 
to increase the policy rate further with three interest rates hikes of 0.25 percetage points 
by the end of 2022. The first of these hikes came on March 2019, with the policy rate 
adjustment to 1.0% from 0.75%. 

Housing investments remained unchanged throughout the second half of 2018, having 
seemingly reversed a falling trend seen since 2017. SSB estimate moderate growth and 
lower fluctuations going forward as the housing market is looking more balanced than in 
recent years. Business and consumption growth will reflect the wider economy and are 
expected to be moderate in the face of higher interest rates and economic and political 
uncertainty internationally. Exchange rate forecasts are highly uncertain. Recent interest 
rates developments suggest that the krone will weaken from its current level. However, 
the krone is already historically weak relative to the EU area and could be due for a 
strengthening.

19

 

The Bank competes on qualities such as speed and flexibility and not on price. Thus, the 
lending margins are not very sensitive to changes in market rates. However, the price 
sensitivity of clients may affect the ability of the Bank to maintain it's current lending 
margins. In construction projects, financing costs are only a small part of the total costs, 
and these projects are likely to be less price sensitive. Clients within corporate financing 

or shipping may be more price sensitive. Higher rates may therefore impact margins 
somewhat but would also increase the return on the Bank's capital and surplus liquidity. 
Margins in deposit rates are affected by the competitive environment for deposits. 
Corporate deposits, however, are less price sensitive than retail deposits. Extreme moves 

                                         
19

 SSB, «Upturn in Norwegian economy continues, but with clouds on the horizon», 7 March 2019, 10 May 2019 
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to negative rates may affect the Bank's ability to price deposits lower. A zero rate 
environment would increase the cost of holding a liquidity buffer. 

A more serious economic downturn which affects a larger area of the country can have a 
negative effect on the Bank's business areas. These will be described below. 

 New housing development activity and property values 

The Oslo area experienced an increase in housing price growth in 2018 after downward 
pressure in 2017. This growth is expected to continue in 2019 at a rate of 4-6%. Pricing 
levels are already high and increasing interest rates is likely to have a more material impact 
in Oslo than in the rest of the country. At the same time, the demand for housing in the 

capital continues to grow and the purchasing power is strong. A number of newbuilds are 
expected to hit the market in 2019.   

The majority of the Bank's real estate lending is financing of residential property projects. 
Of the real estate portfolio, 63% of the credit exposure by the end of Q1 2019 was towards 
either land acquisition for development or development projects. These projects have a 
short time to completion and the Bank's loans of this kind will generally be repaid within 
12 to 24 months. The Bank normally requires 20-40% equity contribution for land 
acquisition financing. The Bank has a pre-sale requirement for building facilities, and 
requires that enough units be presold before the credit is opened. The requirement is such 
that if the price of unsold units falls by 50% compared to pre-sold units the sales amount 
will still be sufficient to cover the credit. This means that the Bank's exposure to a fall in 
property prices is limited. In addition, tight covenants are set with respect to working 
capital, liquidity buffers, and liquidity reporting. Most of the Bank's property loans are made 
to properties in Oslo, and the majority is made to areas within Southeast Norway. As of 
Q1 2019, 41% of lending is made to Oslo, 20% is made to the neighbouring county of 
Romerike and 17% is made to the counties of Follo and Østfold. The remainder is largely 
made to neighbouring counties in the Southeast Norway such as Asker, Bærum, Buskerud, 
and Vestfold.  

A downturn in housing market in the Oslo region could have two effects on the Bank's 
business. Lower activity in development could arise from lower demand or lower supply. 
Lower demand could arise from falling housing prices or the expectation of lower prices, 
causing residents to delay housing purchases or to avoid the risk of selling one home before 
buying the next one. Lower activity could also be caused by rising building costs or 
increased regulation or cumbersome city planning which reduces project profitability. As a 
large part of the Bank's project portfolio has a short maturity, a substantial reduction in 

activity would reduce the Bank's ability to maintain volumes and interest margins in the 
short term. It could force the Bank to move volume from one segment to another, 
introducing potentially another kind of risk. It could also result in a higher dividend being 
paid out to shareholders given a continued downturn in the housing market and reduced 
deal flow. On the other hand, reduced lending volumes would in the short term also 
improve the Bank's capital strength. 

A fall in property prices would mainly affect the Bank's business if it affected the amount 
of development activity as described above. Because of the short maturity of building 
project loans and the requirement for presale, property prices would have to fall 
dramatically in a very short period of time to threaten the creditworthiness of this loan 
portfolio. The Bank performs stress tests of the portfolio, assuming that property prices 
fall up to 40%. In this stress test the effect of falling property prices on the value of the 
project is isolated and the financial strength of the debtor is not taken into account. These 

stress tests demonstrate that under extreme circumstances, although the Bank would 
make losses on certain loans, it would normally be able to absorb losses within its annual 
earnings.
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 Commercial real estate values 

The Bank has an exposure in commercial real estate of NOK 2,717 million at the end of Q1 
2019. This represents 19 % of the Bank's total credit exposure. This exposure consists 
primarily of three kinds of commitments: second mortgage loans, owner financing and 
short bridge loans and to a smaller degree property development loans, as described in 
Section 7.2.1.  

Second mortgage loans have an LTV of between 70-80%, normally around 70%. Besides 
equity contribution the Bank performs a thorough risk analysis with focus on tenants, 
tenant structure, weighted maturity of leases, vacancy, alternative use, residual value and 
micro market, which can protect the commitment from impairment in the case of a fall in 
market values. 

Bridge loans are primarily to owners who buy and sell commercial real estate. The Bank 
requires that the borrowers have strong balance sheets and that there is a clear exit. 

Property yields and long term interest rates are highly correlated, and an increase in long 
term interest rates will have a negative impact on property values. Long term interest rates 

are historically low, and there is a risk that the long-term interest rates could increase 
again.  

The prime yield for office space in Oslo remains low at around 3.75%. Rental prices have 
been increasing significantly during the last few years and are now at record high.  

In general, the market for commercial property reflects the general economic 

development.  When the economy is weak, businesses tend to cut down on office space 
and in times of economic growth, businesses rehire. The Oslo region has been experiencing 
a steady and strong economic growth for a long period now, and might be close to the 
peak of the economic cycle.  Therefore, the risk of a downturn in commercial property 
values might be higher than normal. This is presently a major consideration in Pareto 
Bank’s credit assessments.   

 Oil prices 

The Norwegian economy is in a large part reliant on the petroleum industry. As such, any 
Norwegian business, and especially one in the financial sector, will be dependent on the 
price of oil and the strength of the oil market. 

As of the end of Q1 2019, the Bank does not have exposure directly to the petroleum sector 
or offshore sector except for one guarantee which falls due 27 May 2019.  

The Bank has an indirect exposure to the oil sector, in two main respects. The strength of 
the petroleum industry affects corporate activity and may affect the Bank's access to 
business in the corporate sector. The Bank also provides security lending to investors 
owning Norwegian stocks and bonds, and many of these may be related to the petroleum 
sector. Secondly, the second-hand effects of a further decline in oil prices may include 
lower growth in other sectors, increased unemployment, lower housing prices and lower 

investment and spending. This would potentially affect the Bank's other business, creating 
uncertainty and potentially lowering lending activity. 

Sustained oil prices at high levels could cause a rebound in offshore investment and 
activity. Arguably this would be a healthier, more cost effective market than was the case 
before oil prices began to fall and could boost optimism, investment and growth. With oil 
prices currently at around USD 70 per barrel we are already seeing signs of this as 
petroleum spending is increasing. 

 Shipping and offshore market 

The Bank is exposed to a diversified portfolio of shipping markets: product, chemical, 
industrial, bulk, container, car carrier and LNG/LPG. Each market has its own 
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characteristics, and some may be procyclical while others may be countercyclical. The Bank 
has as of the end of Q1 2019 no exposure to the offshore market except for one guarantee 
which falls due on the 27 May 2019.  

The chart below shows the Bank's exposure in the Shipping and Offshore segments broken 
down by market as of Q1 2019. 

 

Supply in the shipping markets are starting to look more manageable going into 2019 
and 2020 and earnings have started to increase gradually. However broader economic 
headwinds may raise questions regarding global demand and are impacting the wider 
sentiment see Section 6.3 "Market segments".  

To the extent that the Bank has exposure to these markets, further declines in rates may 
threaten the creditworthiness of the commitments. The Bank's Shipping & Offshore team 
has therefore in addition to looking at new deal-flow a continuous focus on evaluating 
risk and following up covenants and collateral values. On the other hand, a volatile 
market can present the Bank with good risk to value opportunities. As such Pareto Bank 
is in a good position to be able to make high value loans to solid Norwegian industrial 
clients. 

 Regulatory environment 

The banking sector is heavily regulated, and these regulations are important factors 
affecting the Bank's business. See Section 7.16 for a regulatory overview. Central to the 
Bank's growth and profitability are capital requirements. Increased solidity allows the Bank 
access to credit in the interbank market as well as long-term funding in the bond markets. 
On the other hand, increased capital requirements limit the Bank's lending volumes and 
lending growth. 

The Bank evaluates its own capital needs not covered by so-called Pillar 1 requirements. 
These requirements will vary from bank to bank and are called Pillar 2 requirements. Pareto 
Bank has made such an evaluation (ICAAP) in the end of 2018, determining the Bank's 
Pillar 2 capital requirements and setting the Bank's CET1 target level including a capital 
planning buffer. The Bank performs this evaluation at least annually. Changes in the Bank's 
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business, such as concentration of risk in certain areas, decrease in quality, high growth 
or an increase in market risk can lead to a higher Pillar 2 requirements and higher total 
capital requirements. In addition to the Bank's own evaluation, the Norwegian FSA will 
evaluate the Bank's risks and Pillar 2 requirements, according to the methodology 
described in the Norwegian FSA's circular 12/2016 ("SREP"). The Bank was evaluated in 
2017 resulting in a requirement to hold a buffer of 3.2% of risk weighted capital. The Bank 
currently has a CET1 target of 16.2% as of 31 December 2019. The next such review 
(SREP) is set to take place in 2020. At that time the Bank will receive a new Pillar 2 
requirement from the Norwegian FSA and will evaluate a new CET1 target including a 
capital planning buffer. 

The Bank must also operate within a number of other regulations. The Bank adapts to 
regulations to as a normal part of its business, to compete on a level playing field and 
ensure the financial authorities, customers and markets alike that the Bank is well 
operated. New regulations may impact the Bank's balance sheet structure, lending 
margins, funding costs or administrative costs. The Bank minimizes these disruptions by 
aiming to be fully compliant and up-to-date with applicable regulations. 

 

 Selected balance sheet items as of 31 December 2018, 2017, 2016 and as 
of 31 March 2019 and 2018 

The table below summarises selected balance sheet items as of 31 March 2019 and 2018, 
as well as 31 December 2018, 2017 and 2016.  

* * * 

(Selected financial information follows overleaf) 
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In NOK millions As of  

31 March 

As of 

31 December 

 2019 2018 2018 2017 2016 

ASSETS (unaudited) (unaudited) (audited) (audited) (audited) 

Cash and receivables from central banks 768.2 62.0 68.1 61.0 57.1 

Loans to and receivables from credit 

institutions 183.3 343.1 251.5 295.5 747.3 

Loans to customers 12,064.5 10,065.9 11,652.7 9,447.7 8,753.8 

Certificates and bonds 3,786.6 2,802.2 3,484.6 3,173.9 3,315.1 

Financial derivatives 19.3 30.9 13.7 11.6 12.7 

Shares, units and other securities 10.0 41.7 52.4 41.2 0.0 

Shareholdings in associated companies 37.5 37.2 37.5 36.0 14.7 

Intangible assets 34.0 34.5 35.1 30.2 24.9 

Deferred tax asset 7.6 2.8 7.6 2.8 12.0 

Tangible fixed assets 3.1 3.6 3.1 3.2 0.7 

Other assets 1.0 0.8 0.3 0.3 0.9 

Prepaid expenses and accrued income 3.7 8.9 0.3 0.6 1.6 

Assets 16,918.8 13,433.5 15,607.0 13,104.0 12,940.8 

      

LIABILITIES       

Deposits from credit institutions 12.1 460.5 0.2 200.2 4.1 

Deposits from customers  8.599,5 6,334.2 7,622.7 7,083.9 7,646.8 

Securitised debt 5,279.3 4,008.4 5,011.1 3,250.2 2,885.5 

Financial derivatives 16.8 17.8 47.0 46.0 55.8 

Tax payable 49.3 87.9 110.3 92.0 63.2 

Other liabilities 60.0 120.3 5.1 6.3 5.7 

Accrued expenses and prepaid income 25.8 23.2 32.3 29.1 24.2 

Subordinated loan capital  270.5 270.3 270.4 270.2 270.2 

Total liabilities 14,313.3 11,322.7 13,099.1 10,978.1 10,955.6 

Share capital 703.4 703.4 703.4 703.4 703.4 

Share premium reserve 424.6 424.6 424.6 424.6 424.6 

Reserve for unrealised gains 8.3 11.4 8.3 11.4 7.7 

Other equity 1,269.2 921.4 1,171.4 936.5 689.4 

Subordinated bonds 200.0 50.0 200.0 50.0 160.0 

Equity 2,605.5 2,110.8 2,507.8 2,125.9 1,985.2 

Equity and liabilities 16,918.8 13,433.5 15,607.0 13,104.0 12,940.8 
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 Three-month period ended 31 March 2019 compared with three month period 
ended 31 March 2018 

The table below sets out the Bank's balance sheet as of, and for the three-month periods 

ended, 31 March 2019 and 31 March 2018. 

In NOK millions As of  

31 March 

 

 2019 2018 % Change 

ASSETS (unaudited) (unaudited) 
 

Cash and receivables from central banks 768.2 62.0 1139.0 

Loans to and receivables from credit institutions 183.3 343.1 -46.6 

Loans to customers 12,064.5 10,065.9 19.9 

Certificates and bonds 3,786.6 2,802.2 35.1 

Financial derivatives 19.3 30.9 -37.5 

Shares, units and other securities 10.0 41.7 -76.0 

Shareholdings in associated companies 37.5 37.2 0.1 

Intangible assets 34.0 34.5 -1.4 

Deferred tax asset 7.6 2.8 171.4 

Tangible fixed assets 3.1 3.6 -13.9 

Other assets 1.0 0.8 25.0 

Prepaid expenses and accrued income 3.7 8.9 -58.4 

Assets 16,918.8 13,433.5 25.9 

    

LIABILITIES     

Deposits from credit institutions 12.1 460.5 -97.4 

Deposits from customers  8.599,5 6,334.2 35.1 

Securitised debt 5,279.3 4,008.4 31.7 

Financial derivatives 16.8 17.8 -5.6 

Tax payable 49.3 87.9 -43.9 

Other liabilities 60.0 120.3 -50.1 

Accrued expenses and prepaid income 25.8 23.2 11.2 

Subordinated loan capital  270.5 270.3 0.1 

Total liabilities 14,313.3 11,322.7 26.4 

Share capital 703.4 703.4 0.0 

Share premium reserve 424.6 424.6 0.0 

Reserve for unrealised gains 8.3 11.4 -27.2 

Other equity 1,269.2 921.4 37.7 

Subordinated bonds 200.0 50.0 300.0 

Equity 2,605.5 2,110.8 23.4 

Equity and liabilities 16,918.8 13,433.5 25.9 

 

The Bank had at the end of the first quarter 2019 total assets of NOK 16,919 million. 

Net lending to customers increased to NOK 12,065 million (NOK 10,066 million). The 
growth in lending in the first quarter of 2019 was NOK 412 million as opposed to a growth 
in lending of NOK 618 million in the same period of the previous year. Lending growth 
occurred primarily within financing of real estate projects and in corporate financing. Net 
lending growth in real estate financing (project financing and commercial real estate 
financing) was at NOK 544.9 million while net lending growth in corporate financing was 
at NOK 251.9 million. 

Undrawn credit lines and guarantees made up NOK 2,420 million (NOK 2,543 million) at 
the turn of the quarter. There has been high activity and the Bank granted credit lines 
amounting to NOK 3,191 million (NOK 2,558 million) during the first quarter of 2019. 
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At the end of the quarter, gross lending, undrawn credit lines and guarantees broke down 
as 71.0% (66.5%) for real estate financing, 14.7% (13.8%) for corporate financing 
including Pareto driftskreditt, 7.5% (9.9%) for securities financing, 5.1% (8.0%) for 
shipping and offshore financing and 1.7% (1.8%) for housing loans. 

Deposits from customers amounted to NOK 8,599 million (NOK 6,334 million) at the end 
of the quarter, a deposit growth of NOK 977 million, composed of diversified growth in 
several deposit products. The Bank's loan to deposit ratio was at 71% (63%) at the end of 
the quarter. The Bank targets a deposit-to-loan ratio of 60-70%.  

Net outstanding securities debt amounted to NOK 5,279 million (NOK 4,008 million) at the 

end of the quarter. This represented an increase of NOK 268 million since the end of the 
fourth quarter 2018, which was in part due to issuance of NOK 900 million of new debt, 
redemptions of NOK 500 million and repurchasing of the Bank's own loans. 

The Bank's surplus liquidity amounted to NOK 4,738 million (NOK 3,207 million) at the end 
of the first quarter. Surplus liquidity is largely invested in interest-bearing securities, or in 
the form of deposits with larger banks and Norges Bank. Securities investments are in 

sovereign and municipal bonds, supranational institutions, covered bonds and investment 
grade banks. 

The Bank can make investments in fixed-income funds and individual bonds below 
investment grade and with a minimum B rating. At the end of the first quarter the Bank 
had invested NOK 0.0 million (NOK 41.7 million) in such fixed-income funds. 
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 Year ended 31 December 2018 compared with year ended 31 December 2017 

The table below sets out the Bank's balance sheet as of, and for the year ended, 31 
December 2018 and 31 December 2017. 

In NOK millions As of  

31 December 

 

 2018 2017 % Change 

ASSETS (audited) (audited) 
 

Cash and receivables 

from central banks 68.1 61.0 11.6 

Loans to and 

receivables from credit 

institutions 251.5 295.5 -14.9 

Loans to customers 11,652.7 9,447.7 23.3 

Certificates and bonds 3,484.6 3,173.9 9.8 

Financial derivatives 13.7 11.6 18.1 

Shares, units and other 

securities 52.4 41.2 27.2 

Shareholdings in 

associated companies 37.5 36.0 4.2 

Intangible assets 35.1 30.2 16.2 

Deferred tax asset 7.6 2.8 171.4 

Tangible fixed assets 3.1 3.2 -3.1 

Other assets 0.3 0.3 0.0 

Prepaid expenses and 

accrued income 0.3 0.6 -50.0 

Assets 15,607.0 13,104.0 19.1 

    

LIABILITIES     

Deposits from credit 

institutions 0.2 200.2 -99.9 

Deposits from 

customers  7,622.7 7,083.9 7.6 

Securitised debt 5,011.1 3,250.2 54.2 

Financial derivatives 47.0 46.0 2.2 

Tax payable 110.3 92.0 19.9 

Other liabilities 5.1 6.3 -19.0 

Accrued expenses and 

prepaid income 32.3 29.1 11.0 

Subordinated loan 

capital  270.4 270.2 0.1 

Total liabilities 13,099.1 10,978.1 19.3 

Share capital 703.4 703.4 0.0 

Share premium reserve 424.6 424.6 0.0 

Reserve for unrealised 

gains 8.3 11.4 -27.2 

Other equity 1,171.4 936.5 24.5 

Subordinated bonds 200.0 50.0 300.0 

Equity 2,507.8 2,125.9 18.0 

Equity and liabilities 15,607.0 13,104.0 19.1 

 

At the end of 2018, the Bank had total assets amounting to NOK 15,607 million (NOK 
13,104 million). 
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Net lending to customers increased to NOK 11,653 million (NOK 9,448 million) following a 
substantial increase in lending of NOK 2,206 million (NOK 694 million). Loans 
corresponding to NOK 629 million were syndicated in the fourth quarter 2017. 

Lending growth was primarily in the real estate segment, which, in isolation, increased by 
NOK 2,415 million in 2018. The growth breaks down into NOK 1,469 million in project 
financing and NOK 945 million in long-term real estate financing. Corporate growth 
contributed a growth of NOK 143 million. The volume of shipping and offshore financing 
decreased by NOK 314 million, mainly as a result of payments of principal and 
amortization. 

Undrawn credit lines and guarantees amounted to NOK 2,351 million (NOK 2,403 million). 
The credit portfolio has a high proportion of short-term credit, which means that the 
lending portfolio’s redemption rate is high. The activity level has been good, and credit 
lines totalling NOK 11,035 million (NOK 10,874 million) were granted in 2018. 

At the end of the year, gross lending, undrawn credit lines and guarantees broke down as 
70.3% (65.1%) for real estate financing, 13.9% (12.3%) for corporate financing including 

Pareto driftskreditt, 8.0% (11.3%) for securities financing, 5.9% (9.6%) for shipping and 
offshore financing, and 1.8% (2.0%) for housing loans. 

Deposits from customers amounted to NOK 7,623 million (NOK 7,084 million) at the end 
of 2018, corresponding to an increase of NOK 539 million from 2017. The proportion of 
fixed-rate deposits amounted to 35.4% (15.7%) of total deposits, while 16.0% (24.9%) 
were deposits in fixed-term investment accounts. The Bank attracted deposits through the 
marketing of fixed-rate deposit accounts in 2018. The deposit-to-loan ratio was 65% 
(75%) at the end of 2018.  

Net outstanding securities debt amounted to NOK 5,011 million (NOK 3,250 million) at the 
turn of the year. In total in 2018, the bank issued and extended loans in the gross amount 
of NOK 2,600 million and redeemed loans in the amount of NOK 1,000 million. The Bank 
had nine senior securities loans outstanding at the turn of the year, with terms to maturity 

of up to five years. The Bank trades actively in the market by buying and selling from its 
own holdings. 

At year-end, the Bank held surplus liquidity amounting to NOK 3,804 million (NOK 3,530 
million). Surplus liquidity is largely invested in interest-bearing securities, or in the form 
of deposits with larger banks and Norges Bank. Securities investments are in sovereign 
and municipal bonds, supranational institutions, covered bonds and investment grade 
banks. The Bank can make investments in fixed-income funds and individual bonds below 

investment grade and with a minimum B rating. At year-end 2018, the Bank had invested 
NOK 42.4 million (NOK 41.2 million) in such fixed-income funds. 
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 Year ended 31 December 2017 compared with year ended 31 December 2016 

The table below sets out the Bank's balance sheet as of, and for the year ended, 31 
December 2017 and 31 December 2016. 

In NOK millions As of  

31 December 

 

 2017 2016 % Change 

ASSETS (audited) (audited) 
 

Cash and receivables 

from central banks 61.0 57.1 6.8 

Loans to and 

receivables from credit 

institutions 295.5 747.3 -60.5 

Loans to customers 9,447.7 8,753.8 7.9 

Certificates and bonds 3,173.9 3,315.1 -4.3 

Financial derivatives 11.6 12.7 -8.7 

Shares, units and other 

securities 41.2 0.0  

Shareholdings in 

associated companies 36.0 14.7 144.9 

Intangible assets 30.2 24.9 21.3 

Deferred tax asset 2.8 12.0 -76.7 

Tangible fixed assets 3.2 0.7 357.1 

Other assets 0.3 0.9 -66.7 

Prepaid expenses and 

accrued income 0.6 1.6 -62.5 

Assets 13,104.0 12,940.8 1.3 

    

LIABILITIES     

Deposits from credit 

institutions 200.2 4.1 4782.9 

Deposits from 

customers  7,083.9 7,646.8 -7.4 

Securitised debt 3,250.2 2,885.5 12.6 

Financial derivatives 46.0 55.8 -17.6 

Tax payable 92.0 63.2 45.6 

Other liabilities 6.3 5.7 10.5 

Accrued expenses and 

prepaid income 29.1 24.2 20.2 

Subordinated loan 

capital  270.2 270.2 0.0 

Total liabilities 10,978.1 10,955.6 0.2 

Share capital 703.4 703.4 0.0 

Share premium reserve 424.6 424.6 0.0 

Reserve for unrealised 

gains 11.4 7.7 48.1 

Other equity 936.5 689.4 35.0 

Subordinated bonds 50.0 160.0 -68.8 

Equity 2,125.9 1,985.2 7.1 

Equity and liabilities 13,104.0 12,940.8 1.3 

 

At year-end 2017, the Bank held total assets of NOK 13,104 million (NOK 12,941 million). 

Net loans to customers rose to NOK 9,448 million (NOK 8,754 million), following an 
increase in lending in 2017 of NOK 694 million (NOK 823 million). 
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In order to create greater room to manoeuvre and scope for further growth in lending, the 
Bank syndicated loans in the fourth quarter 2017 to a total value of NOK 629 million in the 
real estate financing sector of the portfolio. Real estate financing grew by NOK 939 million 
in 2017. Without syndication, loans for real estate financing would have increased by NOK 
1,568 million. Loans for corporate financing contributed growth of NOK 388 million. As 
expected, the volume of loans for securities financing fell gradually during the course of 
the year by NOK 305 million. Loans for shipping and offshore financing were down by NOK 
268 million, largely as a consequence of redemptions, downward adjustments and foreign 
exchange effects. 

Undrawn credit lines and guarantees amounted to NOK 2,403 million (NOK 2,674 million). 

The credit portfolio includes a high proportion of short-term credits, which means that the 
rate of redemption on the portfolio of loans is naturally high. Activity levels were very 
satisfactory, and credit lines amounting to NOK 9,322 million (NOK 9,565 million) were 
approved during the course of 2017. 

At year-end 2017, gross lending, undrawn credit lines and guarantees comprised 65.1% 
(59.9%) for real estate financing, 2.0% (2.9%) for mortgages, 12.3% (8.6%) for corporate 

financing, 11.3% (16.9%) for securities financing and 9.6% (12.3%) for shipping and 
offshore financing. 

Deposits from customer amounted to NOK 7,084 million (NOK 7,647 million) at year-end 
2017, corresponding to a reduction of NOK 563 million on 2016. The proportion of fixed-
rate deposits was 15.7% (23.2%) of total deposits, while 24.9% (22.1%) was in the form 
of deposits in fixed-term investment accounts. The volume of client funds received by the 
bank in 2017 increased. The deposit-to-lending ratio at year-end 2017 stood at 75.0% 
(87.4%).  

Net outstanding securities debt at year-end was NOK 3,250 million (2,886 million). The 
Bank issued two bond loans in 2017 with terms of 3 and 5 years. In total, the Bank issued 
and extended loans in the gross amount of NOK 1,080 million and redeemed loans in the 
amount of NOK 900 million. The Bank trades actively in the market by buying and selling 
from its own holdings. 

At year-end, the Bank held surplus liquidity amounting to NOK 3,530 million, down from 
the figure of NOK 4,119 million recorded at the end of 2016. This reduction was a deliberate 
measure aimed at bringing down the finance expenses of the bank. In the main, surplus 
liquidity is invested in interest-bearing securities, or is on deposit with larger banks and 
with Norges Bank. Securities investments are in sovereign and municipal bonds, 
supranational institutions, covered bonds and banks within investment grade. 

The Bank may invest in fixed-income funds and individual bonds below investment-grade 
and a minimum credit rating of B. At year-end 2017, the Bank held NOK 41.2 million (NOK 
0.0 million) in fixed-income funds of this nature. 

 Results of operations 

 Three month period ended 31 March 2019 compared with three month period 
ended 31 March 2018 

The table below sets out the Bank's financial information as of, and for the three month 
period ended, 31 March 2019 and 31 March 2018.  
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Pareto Bank recorded a profit after tax in the first quarter of 2019 of NOK 99.7 million 
(NOK 79.2 million in the first quarter of 2018). This profit corresponded to a net return on 
equity of 16.6% (16.0%), which is in line with the Bank's target. 

 Three months ended 

31 March 

 

In NOK millions 
2019 

(unaudited) 

2018 

(unaudited) 

% 

change 

Interest income and similar income 222.9 168.0 32.7 

Interest expenses and similar 

expenses (60.3) (38.9) 55.0 

Net interest income 162.6 129.1 25.9 

Commission income and income from 

banking services 1.8 2.3 -21.7 

Commission expenses and expenses 

relating to banking services (0.4) (0.4) 0.0 

Income from shareholdings in 

associated companies 0.0 1.2 -100.0 

Net gain/(loss) on financial 

instruments at fair value 4.4 1.6 175.0 

Other operating income 0.5 0.1 400.0 

Net other operating income 6.2 4.9 26.5 

Total net income 168.8 134.0 26.0 

Payroll and other personnel expenses (21.2) (19.1) 11.0 

Administrative expenses (6.3) (6.9) -8.7 

Ordinary depreciation (2.1) (1.7) 23.5 

Other operating expenses (5.4) (3.4) 58.8 

Total operating expenses before 

impairments and losses (35.0) (31.0) 12.9 

Operating profit before 

impairments and losses 133.9 103.0 30.0 

Impairments and losses on loans and 

guarantees (1.0) 2.7 -137.0 

Pre-tax operating profit 132.9 105.6 25.9 

Tax expense (33.2) (26.4) 25.8 

Profit for the period 99.7 79.2 25.9 

    

Items not reclassified to profit or 

loss 0.0 0.0 0.0 

Total profit for the period 99.7 79.2 25.9 

 

Net interest income 

Net interest income amounted to NOK 162.6 million (NOK 129.1 million) in the first quarter 
of 2019. The increase in the net interest income compared to the first quarter of 2018 is 

primarily due to strong lending growth together with improved margins. Interest expenses 
increased somewhat since the previous quarter due to growth in deposit volumes, a rate 
increase in the fourth quarter of 2018 and issuance of new securities loans. The expense 
increase was limited due to good margins on deposits and favourable terms on new 
securities loans. 

Net interest margins in the first quarter of 2019 were 5.7% (5.6%). Profitability in lending 
activity, particularly within real estate financing, improved compared to the previous 
quarter aided by fee income. An interest rate increase on lending in the fourth quarter of 
2018 helped increase the Bank's net interest income in the first quarter. 
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Net operating income 

Other income amounted to NOK 6.2 million (NOK 4.9 million) in the first quarter. Net gains 
on the Bank's portfolio of financial instruments amounted to NOK 4.4 million (NOK 1.6 
million). The value of the Bank's bond portfolio has increased due to falling credit spreads 
in the bond markets. The principle of valuing financial instruments at fair value means that 
the results reported by the bank may vary considerably. Net commission income and 
income from banking services amounted to NOK 1.8 million (NOK 2.3 million). 

Operating expenses 

Total operating expenses before net losses amounted to NOK 35.0 million (NOK 31.0 

million) in the first quarter. This includes provisions for profit sharing with employees at 
NOK 6.6 millioner (NOK 4.9 millioner). The Bank has increased the number of FTE's by 5 
since the fourth quarter of 2018. The cost ratio ended at 20.7% (23.1%) at the end of the 
first quarter.  

Net loan losses 

The Bank calculated losses in the first quarter of 2019 in accordance with IFRS 9. Stage 1 
comprises healthy loans, and Stage 2 comprises loans that are more than 30 days in 
default, have been added to the watch list or where the likelihood of a loss has increased 
considerably. 

Impairments in Stage 1 amounted to NOK 27.2 million (NOK 24.9 million) at the end of 
the first quarter, against NOK 28.9 million at year-end. Impairments in Stage 2 amounted 

to NOK 8.5 million (NOK 19.5 million) at the end of the first quarter, against NOK 5.8 
million at year-end. The sum of impairments in Stage 1 and Stage 2 increased by NOK 1.0 
million in the first quarter. 

Stage 3 comprises credit commitments in default by more than 90 days, and impaired 
commitments. Total impairments in Stage 3 amounted to NOK 24.9 million (NOK 38.6 
million), against NOK 25.0 million at year-end. The impairments were mainly due to 
individual impairments in real estate. 

Gross non-performing credit commitments amounted to NOK 169.5 million (NOK 25.7 
million) at the end of the first quarter, against NOK 144.8 million at year-end. Net non-
performing credit commitments amounted to NOK 3.7 million (NOK 78.9 million) at the 
end of the quarter, against NOK 3.7 million at year-end.  

 Year ended 31 December 2018 compared with the year ended 31 December 2017 

The table below sets out selected data from the Bank's statement of comprehensive income 
for the years ended 31 December 2018 and 2017.  

Pareto Bank recorded a profit after tax of NOK 330.8 million in 2018 (NOK 312.6 million in 
2017). The profit corresponded to a net return on equity of 15.0% (16.0%), which was in 
line with the Bank’s target. 

Strong lending growth contributed to an increase in the Bank’s net interest income. 
Commission income and income from associated companies come in addition to this. 
Together with slightly negative gains on the Bank’s portfolio of financial instruments, total 
net income amounted to NOK 563.2 million (NOK 539.0 million). 

* * * 

(Selected financial information follows overleaf) 
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 Year ended 

31 December 

 

In NOK millions 
2018 

(audited) 

2017 

(audited) 

% change 

Interest income and similar income 752.8 680.3 10.7 

Interest expenses and similar 

expenses (198.4) (173.4) 14.4 

Net interest income 554.4 507.0 9.3 

Commission income and income 

from banking services 11.8 11.6 1.7 

Commission expenses and expenses 

relating to banking services (1.6) (0.9) 77.8 

Income from shareholdings in 

associated companies 4.4 3.0 46.7 

Net gain/(loss) on financial 

instruments at fair value (5.9) 18.2 -132.4 

Other operating income 0.1 0.1 0.0 

Net other operating income 8.8 32.0 -72.5 

Total net income 563.2 539.0 4.5 

Payroll and other personnel 

expenses (74.6) (76.6) -2.6 

Administrative expenses (23.4) (19.3) 21.2 

Ordinary depreciation (7.6) (4.2) 81.0 

Other operating expenses (14.4) (12.5) 15.2 

Total operating expenses before 

impairments and losses (119.9) (112.6) 6.5 

Operating profit before 

impairments and losses 443.3 426.4 4.0 

Impairments and losses on loans 

and guarantees (4.6) (11.4) -59.6 

Pre-tax operating profit 438.7 415.0 5.7 

Tax expense (108.0) (102.4) 5.5 

Profit for the period 330.8 312.6 5.8 

    

Items not reclassified to profit 

or loss 0.0 0.0 0.0 

Total profit for the period 330.8 312.6 5.8 

 

Net interest income 

Net interest income amounted to NOK 554.4 million (NOK 507.0 million). The increase can 
be ascribed to growth in lending. The interest margin between lending and deposits was 
5.5% in 2018, compared with 5.7% in 2017. The lending margin came under slight 
pressure towards the end of the year as a result of the rising interest rate level. 

A fee of NOK 5.9 million (NOK 5.7 million) to the Norwegian Banks’ Guarantee Fund was 
charged to net interest income in 2018. The fee was accrued during the year. 

Net operating income 

Other income amounted to NOK 8.8 million in 2018 (NOK 32.0 million). 

Net commission income and income from banking services amounted to NOK 10.2 million 
(NOK 10.8 million), of which guarantee commissions came to NOK 10.0 million (NOK 8.6 
million). 

Income from shareholdings in associated companies (Sem & Johnsen Eiendomsmegling 
and Sem & Johnsen Prosjektmegling) amounted to NOK 4.4 million (NOK 3.0 million). 
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Net gains on the Bank’s portfolio of financial instruments were negative in the amount of 
NOK 5.9 million (positive at NOK 18.2 million), mainly as a result of higher credit spreads 
on bonds. The principle of valuing financial instruments at fair value means that the Bank’s 
performance can vary considerably between periods. 

Operating expenses 

Total operating expenses in 2018 amounted to NOK 119.9 million (NOK 112.6 million). 
This gave a cost ratio of 21.3% (20.9%) in 2018. 

Payroll and other personnel expenses made up most of the Bank’s total operating 
expenses, amounting to NOK 74.6 million (NOK 76.6 million). The provision for profit 

sharing with employees amounted to NOK 19.5 million (NOK 19.7 million). This scheme is 
performance-based, and the variable remuneration is generally paid in the form of shares 
in Pareto Bank. 

Administrative expenses amounted to NOK 23.4 million (NOK 19.3 million) and consisted 
mainly of IT and marketing costs. Other operating expenses amounted to NOK 14.4 million 
(NOK 12.5 million). Ordinary depreciation amounted to NOK 7.6 million (NOK 4.2 million). 

Net loan losses 

The Bank calculated losses in 2018 in accordance with IFRS 9. Stage 1 comprises healthy 
loans, and Stage 2 comprises loans that are more than 30 days in default, have been added 
to the watch list or where the likelihood of a loss has increased considerably. 

Impairments in Stage 1 amounted to NOK 28.9 million and impairments in Stage 2 to NOK 
5.8 million at year-end. The Bank made some changes to the loss model and 
macroeconomic scenarios in 2018. 

Stage 3 comprises credit commitments in default by more than 90 days, and impaired 
commitments. Total impairments in Stage 3 amounted to NOK 25 million. The impairments 
were mainly due to individual impairments in real estate. 

Gross non-performing credit commitments amounted to NOK 144.8 million (NOK 105.3 
million) at the end of 2018, largely comprising six credit commitments. 

Net non-performing credit commitments amounted to NOK 123.5 million (NOK 104.6 
million) at the turn of the year, corresponding to 1.06% of gross lending (1.10%). 

Net impaired credit commitments amounted to NOK 0.0 million (NOK 48.6 million) at the 
end of 2018, corresponding to 0% of gross lending (0.51 %). 

Impairments and losses on loans and guarantees amounted to NOK 4.6 million in 2018. 
Impairments in 2018 are not directly comparable with collective and individual impairments 
in 2017, which amounted to NOK 11.4 million. 

Income tax expenses 

The tax expense in 2018 came to NOK 108.0 million (NOK 102.4 million), while tax payable 
amounted to NOK 110.3 million (NOK 92.0 million). The Bank had negative temporary 
differences in the amount of NOK 30.3 million (NOK 11.1 million), and the deferred tax 
asset came to NOK 7.6 million (NOK 2.8 million). The negative temporary differences were 
mainly related to a net gain/(loss) on the Bank’s holdings of derivatives and securities. 

 Year ended 31 December 2017 compared with year ended 31 December 2016 

The table below sets out selected data from the Bank's statement of financial position as 
of 31 December 2017 and 2016.  
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In its tenth year of operations, Pareto Bank reported a profit for the year of NOK 312.6 
million (NOK 247.3 million in 2016), corresponding to a post-tax return on equity of 16.0 
per cent (15.9 per cent). 

A higher volume of credit combined with a strong margin served to produce a very 
satisfactory level of growth in the bank’s net interest income in 2017. Added to this, gains 
in the value of the Bank’s holdings of securities, commission income on banking services 
and revenues from associate companies raised total net income up to NOK 539.0 million 
(NOK 457.9 million). 

 Year ended 

31 December 

 

In NOK millions 
2017 

(audited) 

2016 

(audited) 

% change 

Interest income and similar income 680.3 618.7 10.0 

Interest expenses and similar 

expenses (173.4) (202.8) -14.5 

Net interest income 507.0 415.9 21.9 

Commission income and income 

from banking services 11.6 15.2 -23.7 

Commission expenses and expenses 

relating to banking services (0.9) (0.6) 50.0 

Income from shareholdings in 

associated companies 3.0 2.5 20.0 

Net gain/(loss) on financial 

instruments at fair value 18.2 24.5 -25.7 

Other operating income 0.1 0.3 -66.7 

Net other operating income 32.0 42.0 -23.8 

Total net income 539.0 457.9 17.7 

Payroll and other personnel 

expenses (76.6) (61.6) 24.4 

Administrative expenses (19.3) (18.4) -4.9 

Ordinary depreciation (4.2) (4.3) -2.3 

Other operating expenses (12.5) (14.6) -14.4 

Total operating expenses before 

impairments and losses (112.6) (98.8) 14.0 

Operating profit before 

impairments and losses 426.4 359.1 18.7 

Impairments and losses on loans 

and guarantees (11.4) (30.7) -62.9 

Pre-tax operating profit 415.0 328.5 26.3 

Tax expense (102.4) (81.2) 26.1 

Profit for the period 312.6 247.3 26.4 

    

Items not reclassified to profit 

or loss 0.0 0.0 0.0 

Total profit for the period 312.6 247.3 26.4 

 

Net interest income 

Net interest income totalled NOK 507.0 million (NOK 415.9 million). This increase came 
about as a consequence of an improved interest rate margin and a higher volume of 

lending. The Bank has brought down its borrowing costs, in amongst other ways by 
reducing the interest rate paid on corporate deposits. 

The net interest margin between lending and deposits was 5.7% in 2017, as compared 
with 5.2% in 2016, which corresponds to an increase of 0.5 percentage points. 
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The fee of NOK 5.7 million (NOK 5.7 million) payable to the Norwegian Banks’ Guarantee 
Fund was charged to net interest income for 2017. The fee was accrued over the course of 
the year. 

Net operating income 

Other income recorded in 2017 amounted to NOK 32.0 million (NOK 42.0 million). Net 
commission income and income from banking services fell slightly in 2017, totalling NOK 
10.8 million (NOK 14.6 million). Of this, guarantee commissions accounted for NOK 8.6 
million (NOK 11.5 million). 

Income from ownership interests in associate companies (Sem & Johnsen 

Eiendomsmegling and Sem & Johnsen Prosjektmegling) amounted to NOK 3.0 million (NOK 
2.5 million). 

Net gains on the Bank’s portfolio of financial instruments amounted to NOK 18.2 million 
(NOK 24.5 million). These gains derived chiefly from lower credit premiums on the Bank’s 
bond holdings and were for the most part recorded in the first half of 2017. The principle 
of valuing financial instruments at fair value entails that the earnings reported by the Bank 
may show considerable variation from one quarter to another. 

Operating expenses 

Operating costs in 2017 amounted to NOK 112.6 million (98.8 million). This made for a 
cost/income ratio in 2017 of 20.9% (21.6%). Salaries and other personnel costs account 
for the largest proportion of the overall operating costs of the bank, amounting to NOK 

76.6 million (NOK 61.6 million), including severance pay paid to the Deputy CEO. The 
provision for the employee profit-sharing programme amounted to NOK 19.7 million (NOK 
16.2 million). The scheme is performance-based and the variable remuneration takes the 
form of shares in Pareto Bank. The Bank expanded its staff count by three full-time 
equivalents during the course of the last year. 

Administrative costs amounted to NOK 19.3 million (NOK 18.4 million) and consisted 

largely of IT and marketing costs. Other operating costs came to NOK 12.5 million (NOK 
14.6 million). The reduction on the figure recorded for the preceding year was due to a 
non-recurring cost item in 2016 for stock exchange listing. 

Net loan losses 

Gross non-performing credit commitments stood at NOK 105.3 million (NOK 74.5 million) 
at year-end 2017, for which impairment allowances were recorded in the amount of NOK 
0.6 million. Net non-performing credit commitments at year-end amounted to NOK 104.6 
million (NOK 63.5 million), corresponding to 1.10% (0.72%) of gross lending. 

The Bank also held three impaired credit commitments with a total amount outstanding of 
NOK 85.8 million (NOK 146.0 million) at year-end 2017, in respect of which individual 
impairment allowances were recorded in the amount of NOK 37.2 million (NOK 28.2 
million). The background to these impairments consisted in large part of a previous fall in 
value in the dry cargo sector and a very substantial fall in value in the offshore sector. 
These commitments were not in default at year-end 2017. 

Net impaired credit commitments at year-end 2017 amounted to NOK 48.6 million (NOK 
117.8 billion), corresponding to 0.51% (1.33%) of gross lending. 

The Bank increased its collective impairment allowances in 2017 by NOK 2.0 million (NOK 
5.0 million) to NOK 47.7 million (NOK 45.7 million), equivalent to 0.50% (0.52%) of gross 
lending. This was largely in response to uncertainty surrounding movements in housing 
prices in Oslo and the values of ships within individual sectors. No objective events 
necessitating impairments in other parts of the credit portfolios of the bank have occurred. 
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Impairments and losses on loans and guarantees in 2017 amounted to NOK 11.4 million 
(NOK 30.7 million). 

Income tax expenses 

The tax cost in 2017 came to NOK 102.4 million (NOK 81.2 million), while taxes payable 
amounted to NOK 92.0 million (NOK 63.2 million). The Bank has negative temporary 
differences of NOK 11.1 million (NOK 48.1 million), and at year-end deferred tax assets 
stood at NOK 2.8 million (NOK 12.0 million). The negative temporary differences relate 
primarily to net gains/(losses) on the Bank’s holdings of derivatives and securities. 

 Liquidity  

The Bank targets holding liquidity risk at a low to moderate level in the short and long 
term. The Bank should have a sufficient liquidity buffer. The target for this buffer is that it 
is about 20-25% of the Bank's assets. The Bank's funding is described in Section 10.6 
below. 

 Strategic liquidity targets and limits  

The Bank has certain limits for liquidity management in the short and long term: 

• The Bank's holding of cash (including cash equivalents and accounts with other 

banks) should be at least 20% of the Liquidity Requirement as defined below. The 

Bank has good intraday liquidity with accounts in several banks and a committed 

credit facility from DNB at NOK 250 million. In addition, the Bank has an 

uncommitted unsecured overnight credit facility of up to NOK 300 million in DNB. 

This is kept to meet short-term cash requirements.  

• At least 60% of the Bank's owned securities shall be valid as security for loans from 

Norges Bank. The Bank has well over this amount as its portfolio of bonds consists 

largely of covered bonds and bonds issues by states and state-guaranteed issuers. 

• The bank's internal target and minimum level for LCR is in 2018 respectively. 120% 

and 100%. The target level is set 20 percentage points higher than the regulatory 

minimum level of 100%. 

• The Bank shall have a positive Liquidity Gap ("LG") in the current month as well as 

the next three months. The LG is defined as the Bank's liquidity buffer after 

haircuts less a potential loss of deposits and drawing of granted credit facilities by 

clients 

• The Bank calculates survival horizons for both LG and LCR. The horizon is 

composed of prognoses of LG and LCR given no new issuance of market debt and 

given the Bank's real-time updated lending prognosis. The Bank targets a horizon 

of 12 months, meaning that prognoses of LG and LCR should be at least at their 

minimum requirements for a period of 12 months in the future. If the horizon is 

shorter than 12 months, the Board of Directors is to be notified and action should 

be considered. 

• The Bank's target level for the Norwegian FSA's Liquidity Indicator 1 ("LI1") is 1.10 

and it shall not fall under 1.05.  

• The limits for Net Stable Funding Ratio (NSFR) are not yet defined. In 2018 the 

Bank's NSFR values have been between 126% and 137%.  

 Liquidity buffer  

The Bank's strategic target for the liquidity buffer is about 20-25% of the Bank's assets. 
The Bank's policy for management of the liquidity buffer describes how the buffer is to be 
composed including targets and limits for rating, sectors, maturities and other factors. 
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Limits on issuers and counterparties are approved on a case-by-case basis by the Bank's 
credit committee or in certain cases the Board of Directors. 

The main purpose of the liquidity buffer is to provide a high degree of liquidity and flexibility 
to the Bank and therefore the Bank has a strong focus on purchasing bonds and other 
interest-bearing papers with a high degree of liquidity in the market. The Bank regularly 
buys and sells bonds in the portfolio and continuously monitors market conditions and 
liquidity. In addition, bonds may be used for collateral for loans from Norges Bank or 
commercial banks via GMSLA agreements. The Bank may also use the bonds in the portfolio 
on repo or buy/sellback transactions regulated by Global Master Repurchase Agreements 
("GMRA") agreements with other financial enterprises.  

The Bank had a liquidity buffer of NOK 4,738.1 million at Q1 2019. 20% of this is made up 
of cash deposits in Norges Bank and other banks. Of these deposits, the Bank had currency 
deposits in USD, EUR, SEK, CHF and DKK. The value of these currency deposits was NOK 
105.7 million. 47% of the liquidity buffer is made up of bonds issues by states, state-
guaranteed issuers or municipalities, 48% is made up of covered bonds and the remaining 
5% is made up of other bonds, mainly senior debt in the bank and finance sector. The 

bond portfolio is comprised of 89% papers rated AAA, 6% rated AA- til AA+, 0% rated A- 
to A+ and 5% rated BBB- to BBB+. (Official ratings are used where they exist.) The Bank 
owned no bonds rated under investment grade. The Bank has an investment portfolio in 
which it can place up to NOK 500 million of bonds with rating under investment grade.  As 
of the end of the first quarter 2019the Bank had no investments in this portfolio. 

The following charts show the composition of the Bank's liquidity buffer as of 31 March 
2019 by issuer. 
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 LCR 

The requirement for liquidity reserve in CRD IV, Liquidity Coverage Ratio (LCR), sets 
requirements for the size of banks' liquid assets in relation to the assumed net liquidity 
output 30 days ahead under given stress assumptions. The Bank must have an LCR both 
in Norwegian kroner and a total of at least 120%. The Bank measures and reports LCR 
internally daily and externally monthly to the Norwegian FSA. These levels are comfortably 
above minimum levels set for all Norwegian banks by the Norwegian FSA.  

The Bank targets a LCR horizon of 100% for the next twelve months. If LCR during the 
next twelve months falls below the minimum requirement of 100% then the Board is to be 
notified and the management should evaluate a plan to bring the LCR back to target. 

The Bank's liquidity buffer consists in very large part of bonds which qualify as LCR level 1 
assets as defined in CRR/CRD IV: bonds issued by governments, public sector entities and 
covered bonds. Certain covered bonds and Norwegian municipalities make up level 2 
assets, which bonds issued by other financial institutions do not qualify for LCR. 

By satisfying LCR requirements the Bank ensures that it has the ability to cover liquidity 
losses due to an outflow of deposits and an increase in the drawdown on credit lines on a 
30-day basis. The Bank reduces the risk of this outflow by offering longer term fixed rate 
deposits and deposits with limits on withdrawals (see Section 10.6.1 "Deposit Financing" 
below). 

 As of 31 March As of 31 December 

 2019 2018 2018 2017 2016 

 (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) 

LCR All currencies 174% 140% 186% 135% 260% 

LCR NOK 173% 138% 180% 131% 256% 

      

 

 Liquidity indicator  

The Bank employs the Liquidity Indicator as a measure of long-term liquidity. The 
Norwegian FSA's has previously defined the Liquidity Indicator 1 and Liquidity Indicator 2 
to measure the Bank's ability to finance its assets on a one year and one-month horizon, 

respectively. This is currently being replaced by NFSR (see Section 10.5.6 "NFSR"). The 
Bank targets 1.10 for Liquidity Indicator 1 and 1.15 for Liquidity Indicator 2. Upon breach 
of these target levels the Bank must evaluate actions to bring the indicator back to target. 

In NOK millions As of 31 March As of 31 December 

 2019 2018 2018 2017 2016 

 (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) 

Cash and deposits with central banks 768.2 62.0 68.1 61.0 57.1 

Lending to and deposits with credit 

institutions 183.3 343.1 251.5 295.5 747.3 

Bonds issued by governments and public 

sector entities 1,773.4 1,435.5 1,213.4 1,885.0 1,693.2 

Covered bonds issued by financial 

institutions 1,813.4 1,293.2 2,197.6 1,195.3 1,451.4 

Senior debt issued by financial institutions 199.8 73.5 73.5 93.6 170.5 

Other investment grade bonds 0.0 0.0 0.0 0.0 0.0 

Contingent drawings 0.0 0.0 0.0 0.0 0.0 

Investment portfolio 0.0 0.0 0.0 0.0 0.0 

Total liquid assets 4,738.1 3,207.3 3,804.2 3,530.4 4,119.5 
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 As of 31 March  As of 31 December 

 2019 2018 2018 2017 2016 

 (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) 

Liquidity indicator 1 (min 1.05, target 1.10) 135% 127% 124% 127% 138% 

Liquidity indicator 2 (min 1.10, target 1.15) 139% 117% 132% 134% 146% 

 

 Liquidity Gap 

The Bank's Liquidity Gap (LG) is composed of the Bank's liquidity buffer after haircuts less 
the Bank's Liquidity Requirement. Haircuts are applied to the liquidity buffer based on 

increased credit spreads depending on the paper's rating, based on the Norwegian FSA 
model for calculating credit spread risk. In practice this haircut is about 1-2% of the 
portfolio's value. The liquidity requirement is composed of the Bank's order book for lending 
in the current month, increased drawing on facilities offered to customers and a potential 
loss of deposits.  

The Bank shall have a positive, accumulated LG for the next three months. Furthermore 
the Bank targets a positive LG horizon for the next twelve months. If the accumulated LG 

during the next twelve months becomes negative then the Board is to be notified and the 
management should evaluate a plan to bring the LG back to target. 

In NOK millions As of 31 March As of 31 December 

 2019 2018 2018 2017 2016 

 (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) 

Liquidity Buffer (with haircut) 4,683 3,205 3,801 3,323 4,068 

Liquidity Requirement 2,371 1,855 1,850 1,997 1,429 

Liquidity Gap 2,312 1,350 1,951 1,326 2,639 

 

 NFSR  

Net Stable Funding Ratio (NSFR) measures the Bank's long-term liquidity risk. It is defined 
in CRR/CRD IV as the ratio of the sum of stable financing (capital, deposits and market 
financing) over the sum of assets requiring financing (lending and illiquid assets). The 
regulatory minimum level for NSFR is 100%. 

 As of 31 March As of 31 December 

 2019 2018 2018 2017 2016 

 (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) 

NSFR All currencies 125% 126% 127% 127% 139% 

 

The bank measures and reports NSFR quarterly. The bank has a relatively large share of 
long-term funding, such as securities loans and fixed-interest deposits, while many of the 
bank's loans are short. This gives good results in the NSFR. 

 Financing  

The Bank's most important financing sources are deposits and issuance of certificate and 
bond loans. Deposits should normally compose about 50-55% of the Bank's liabilities with 
a target deposit to lending ratio of 60% to 70%. Securities debt should normally be 
between 20% to 40% of the Bank's liabilities, but not more than 50%. The balance between 
these two funding sources will change depending on market conditions and competition for 
deposits. 

 Deposit financing 

The Bank offers deposits to retail and corporate customers. The Bank's primary deposit 
product is the Paretokonto, which offers a variable interest rate without restrictions. The 
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Paretokonto is composed of three tiers: under NOK 0.5 million, from NOK 0.5 to 50 million 
and over NOK 50 million. The Bank offers the best rate in the middle tier and a reduced 
rate for small deposits. Above NOK 50 million the Bank reserves the right to set the rate 
individually and usually sets a low NIBOR-based rate to discourage a high concentration of 
large deposits.  

The Bank also offers two deposits with liquidity restrictions. The Plasseringskonto offers a 
higher interest rate than the Paretokonto but withdrawals must be requested 31 days 
ahead and the customer has a maximum of 11 withdrawals per year. The Plasseringskonto 
is only for deposits between NOK 0.5 and 50 million. The Bank also offers fixed rate 
deposits with maturities for up to 3 years. As of Q1 2019, the Bank offered fixed rates for 

1, 2 and 3 year deposits. These agreements offer a fixed rate for the entire period, but the 
customer will incur a termination fee in excess of the interest rate differential for early 
withdrawals. The minimum amount for a fixed rate deposit is NOK 0.5 million and the Bank 
reserves the right to individually price any deposit for over NOK 20 million. If the sum of a 
customer's deposits exceeds NOK 50 million, the Bank reserves the right to individual 
pricing or restriction in use of products such as fixed rate deposits. 

Both Paretokonto and Plasseringskonto deposits are priced differently for retail and 
corporate customers. In addition, the Bank offers deposits for client accounts with real 
estate brokers, lawyers and other firms with client accounts.  

Finally, the Bank offers deposits for currencies, tax deduction, and custodian and escrow 
accounts, among others.  

The Bank had a deposit to loan ratio at the end of Q1 2019 of 71%. The deposit to loan 
ratio at the end of 2018, 2017 and 2016 respectively were 65%, 75% and 87%. Because 
of the nature of the Bank's lending, which can have variations during the year and between 
years, matching funding to lending has not always been possible. Therefore, there has 
been variation in the deposit to lending ratio.  

The following table sets forth an overview of deposits and lending in past seven quarters: 

 

Deposits consisted at the end of Q1 2019 of 29% fixed-term deposits, 16% deposits with 
31-day withdrawal restrictions and 55% other deposits with variable rates and no 
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restrictions. The Bank has a high share of corporate deposits at 67% and a relatively large 
amount of large deposits 12% of deposits are under NOK 2 million while 26% are over 20 
million as end for Q1 2019. 

The breakdown of deposits by product as of 31 March 2019 is shown below: 

 

The following table shows the deposit allocation among retail and corporate customers as 
of 31 March 2019:  

 

The table below shows the deposits by size (NOK million): 
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The table below shows time to maturity distribution of Fixed Rate Deposits (NOK million) 
as of 31 March 2019:  

Fixed rate deposits (NOK million) – time to maturity (months) 

 

 Market funding 

The Bank regularly issues bonds with up to five year maturities. These usually have up to 
NOK 500 million outstanding with evenly distributed maturities. The loans shall as a main 
rule be listed on Nordic ABM or Oslo Børs.  

It is important for the Bank to establish a liquid market for its bonds and build a good 
reputation as an issuer. To this end the Bank issues senior bonds regularly, and will at 

times issue bonds in good markets even when there is not an immediate need for funding. 
The Bank also issues investor presentations every quarter, holds regular meetings with 
investors and quotes two-way prices in its own loans. The Bank currently has good access 
to funding markets. Large investment offices have opened lines for Pareto Bank bonds, 
and there is a second-hand market for these bonds. However, the Bank is a small player 
and funding market access can be quickly closed off in turbulent markets. 
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Senior debt issued in NOK million as of 31 March 2019 

 

 
Subordinate debt issued in NOK million as of 30 Mars 2019 

 

 

The table below summarises market debt maturing (not including calls) in the current and 
following years as of 31 March 2019: 

In NOK millions   

 2019 2020 2021 2022 2023 

Issued market debt maturing      

Senior market debt maturing (net of own holdings) 434 1,237 1,620 1,300 800 

Call on subordinated market debt 200 0 0 0 150 

 

The Bank attempts to spread maturities in order not to concentrate maturities unduly in 

any one period. 35% of the Bank's market debt matures in the current and next year. The 
remained senior debt matures in 2021, 2022 and 2023. All senior debt matures at parity. 

The Bank's subordinated T2 loan NO0010716764 (outstanding NOK 150 million) matures 
in 2024 but may be called on 14 December 2021 and on following quarters. In certain 
circumstances the Bank can perform a regulatory call (e.g., if it no longer qualifies as T2 
capital due to changes in regulatory conditions). For this loan both ordinary and regulatory 
calls are made at parity. 

The Bank's subordinated T2 loan NO0010779853 (outstanding NOK 120 million) matures 
in 2026 but may be called on 3 September 2019 and on following quarters. In certain 
circumstances the Bank can perform a regulatory call (e.g., if it no longer qualifies as T2 
capital due to changes in regulatory conditions). For this loan both ordinary and regulatory 
calls are made at parity. 

The Bank's hybrid T1 loan NO0010716772 (outstanding NOK 50 million) can be called on 
3 September 2019 and on following quarters. The Bank can perform a regulatory call under 
certain conditions (e.g., if it no longer qualifies as hybrid capital due to changes in 
regulatory conditions). For this loan both ordinary and regulatory calls are made at parity. 

ISIN Name

Cupon 

Margin 

over 3M 

NIBOR Maturity

Amount 

Issued

Own 

Holding

Net 

Outstanding

NO0010722804 Pareto Bank ASA 14/19 FRN               100 04.11.2019 500 66 434

NO0010768260 Pareto Bank ASA 16/20 FRN               140 23.06.2020 700 120 580

NO0010805989 Pareto Bank ASA 17/20 FRN               85 21.09.2020 700 43 657

NO0010815467 Pareto Bank ASA 18/21 FRN               83 02.02.2021 750 0 750

NO0010818214 Pareto Bank ASA 18/21 FRN               85 02.09.2021 750 0 750

NO0010831134 Pareto Bank ASA 18/22 FRN               78 28.02.2022 800 0 800

NO0010805997 Pareto Bank ASA 17/22 FRN               112 21.09.2022 500 0 500

NO0010846892 Pareto Bank ASA 19/23 FRN               89 20.04.2023 400 0 400

NO0010831126 Pareto Bank ASA 18/23 FRN               98 30.08.2023 400 0 400

Total senior debt 5.500 229 5.271

ISIN Name Maturity

Amount 

Issued

Net 

Outstand

NO0010716764 Pareto Bank ASA 14/24 FRN C SU  (Tier 2) 03.09.2024 150 150

NO0010779853 Pareto Bank ASA 16/26 FRN C SU  (Tier 2) 14.12.2026 120 120

NO0010822950 Pareto Bank ASA 18/PERP FRN C   (Hybrid Tier 1) Prepetual 150 150

NO0010716772 Pareto Bank ASA 14/PERP FRN C   (Hybrid Tier 1)    Prepetual 50 50

Total subordinated debt 470 470
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The hybrid T1 loan NO0010822950 (outstanding NOK 150 million) can be called on 29 May 
2023 and on following quarters. The Bank can perform a regulatory call under certain 
conditions (e.g., if it no longer qualifies as hybrid capital due to changes in regulatory 
conditions). For this loan both ordinary and regulatory calls are made at parity. 

The table below summarises market value of debt issued as at 31 March 2019 and 2018, 
as well as 31 December 2018, 2017 and 2016. 
 
In NOK millions As at 31 March As at 31 December 

 2019 2018 2018 2017 2016 

 (unaudited) (unaudited) (audited) (audited) (audited) 

Market debt issued 5,279.3 4,008.4 5,011.1 3,250.2 2,885.5 

 

 Borrowing requirements  

The Bank will need to secure enough liquidity to meet future lending growth, bond 
maturities and maturities of fixed-rate deposits.  

The Bank has a relatively large surplus liquidity and aims to partially use these liquidity 
reserves to meet current and future bond maturities. The Bank will evaluate replacing 
senior bond maturing on 4 November 2019 depending on market conditions and the Bank's 
balance sheet. 

Fixed-rate deposits amounting to NOK 2,032 million are expected to mature in the course 
of 2019. NOK 691 million of these deposits will mature in the course of 2020. The Bank 
will generally renew these deposit agreements with customers. Rates will be adjusted 
depending on market rates, competition and the Bank's borrowing needs. 

 Cash flows  

The following table sets out financial information extracted from the Bank's cash flow 
statement for the years ended 31 December 2018, 2017 and 2016, and for the three month 
period ended 31 March 2019 and 2018. Figures have been extracted without material 
adjustment from, and should be read in conjunction with, Section 9.5 "Condensed 
statement of cash flows" above and the Financial Statements including the auditor's reports 
in respect of the Annual Financial Statements and the Interim Financial Statements. 

In NOK millions Three months ended  

31 March  

Year ended  

31 December 

 2019 2018 2018 2017 2016 

 (unaudited) (unaudited) (audited) (audited) (audited) 

Cash provided (used) by operating activities 
355.0 (683.6) (1,724.1) (494.7) (167.8) 

Cash provided (used) by investing activities 41.8 (6.9) (20.8) (71.7) (7.1) 

Cash provided (used) by financing activities 235.1 739.0 1,708.0 118.5 157.5 

Net change in Cash and Cash 

Equivalents 631.9 48.6 (37.0) (447.8) (17.4) 

Cash and cash equivalents at the end of the 

period 951.5 405.1 319.6 356.5 804.3 

 

Cash and cash equivalents 

The Bank has cash and cash equivalents of NOK 951.5 million as of 31 March 2019. Of this, 
NOK 768.2 million was current receivables with Norges Bank and NOK 183.3 million was 
current receivables with credit institutions.  

In addition, the Bank has a drawing facility of NOK 250 million. 

See also Sections 10.5 "Liquidity" for descriptions of the Bank's liquidity. 
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Changing in cash and cash equivalents 

For the first quarter in 2019, the Bank had a net inflow in cash and cash equivalents of 
NOK 631.9 million compared to a net inflow of NOK 48.6 million in the same period of 
2018. Net loans to customer increased NOK 411.8 million which was funded by an increase 
in deposits from customers of NOK 976.7 million. The Bank also issued bonds of net NOK 
400.0 million. Most of the net surplus of cash, NOK 302.0 million, was invested in bonds. 

Cash and cash equivalents for the year ended 31 December 2018 amounted to NOK 319.6 
million. Net loans to customers increased in 2018 by NOK 2,205 million, while deposits 
from customers increased by NOK 538.8 million. Including the profit of the year, net cash 
and cash equivalent therefore decreased by NOK 37.0 million in 2018. 

Cash and cash equivalents for the year ended 31 December 2017 amounted to NOK 356.5 
million. Net loans to customer increased by NOK 693.9 million in 2017. At the same time 
deposits from customers decreased by NOK 562.9 million. The Bank also issued bonds of 
net NOK 180 million. Including the annual profit net cash and cash equivalent was reduced 
by NOK 447.8 million in 2017. 

Cash and cash equivalents for the year ended 31 December 2016 amounted to NOK 804.3 
million. Net loans to customer increased by NOK 823.1 million in 2016. At the same time 
deposits from customers increased by NOK 1,191.9 million. Net issued bonds was reduced 
by NOK 132.0 million. With the annual profit net cash and cash equivalent from operating 
activities was therefore decreased by NOK 17.4 million. 

Operating activities 

For the first quarter in 2019, the Bank had a net inflow of cash from operating activities of 
NOK 355.0 million compared to a net outflow of NOK 683.6 million in the same period of 
2018. This reflects an increase in customer deposits, lending growth and purchases of 
bonds in the Bank's liquidity portfolio. 

For the year ending 31 December 2018, the Bank had a net outflow of cash from 

operating activities of NOK 1,724.1 million compared to a net outflow of NOK 494.7 
million in the same period of 2017. Net outflow of cash in mainly due to a high lending 
growth in 2018. 
 
Investing activities 

Cash flow related to investing activities has been relatively stable and immaterial. The cash 
flow is mainly attributable to investments in bonds.  

Financing activities 

For the first quarter in 2019, the Bank had a net inflow of cash from financing activities of 
NOK 235.1 million compared to a net inflow of NOK 739.0 million in the same period of 
2018. 

For the year ending 31 December 2018, the Bank had a net inflow of cash from financing 
activities of NOK 1,708.0 million compared to a net inflow of NOK 118.5 million in the same 
period of 2017.  

Significant changes since 31 March 2019 

The Bank increased the issuance size of the senior bonds NO0010805997 and 
NO0010831126 by NOK 250 million as of 27 May 2019. At the time of this prospectus the 
size of NO0010805997 is NOK 750 million and of NO0010831126 is NOK 650 million. 

Other than this and changes as a result of the Bank's ordinary operations, there has been 
no material change to the Bank's cash position aside from the transactions mentioned 
above. 
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 Restrictions on the use of capital resources  

The Bank's senior bond loan agreements are standard agreements with no special 
conditions or covenants attached.  

The Bank's hybrid T1 and subordinated T2 loans' structure and conditions meet the 
requirements set by the regulations on measurement of the own funds of financial 
enterprises, clearing houses and investment firms of 1 January 1990 No. 435 (Norwegian: 
Beregningsforskriften). The Bank follows normal market practice for these kinds of bond 
loans, including conditions upon which the loans can be written down. The loan agreements 
for all of the Bank's bond loans are under the standards of Nordic Trustee ASA. 

 Financial derivatives 

The Bank uses financial instruments such as Interest Rate Swaps or Forward Rate 
Agreements to manage interest rate risk and instruments such as Foreign Currency 
Forwards and Foreign Currency Swaps to manage foreign currency risk. These instruments 
are only used to reduce market risk arising from assets and liabilities on the Bank's balance 
sheet, and are not used to take positions in the market. 

 Capital base and capital adequacy  

The capital level and capital adequacy ratios of the Bank are calculated as a percentage of 
the sum of (i) credit risk based on risk-weighted assets, (ii) market and counterparty risk 
and (iii) operational risk, in accordance with applicable regulatory requirements. The 
Group's risk-weighted assets consist of balance sheet and off-balance sheet items. The 

largest of these components are loans and other credit assets held on the balance sheet. 
All components are weighted using the Standard Method. The Bank does not employ IRB 
models.  

The Bank's equity capital was per 31 December 2018 in total NOK 2,307.8 million. The 
Bank's regulatory capital also includes hybrid Tier 1 Capital of NOK 200 million (made up 
of two perpetual loans) and Tier 2 Capital of NOK 270 million (made up of two subordinated 
loans). 

Below is a figure that illustrates the different capital requirements which the Bank is subject 
to pursuant to the Capital Requirements Regulation: 
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Under the Capital Requirements Regulation, the Bank must fulfil a Pillar 1 requirement 
consisting of 4.5% core equity Tier 1 (CET1) capital, 1.5% hybrid Tier 1 capital (T1) and 
2% subordinated Tier 2 capital (T2), totalling 8%. In addition, the Bank must fulfil buffer 
requirements of a 3% system buffer, 2.5% conservation buffer and a countercyclical buffer 
("CCB") which is currently set at 2% and to increase to 2.5% from 31 December 2019. 
The CCB is set by the Ministry of Finance and shall be between 0 and 2.5%. Only in 
extraordinary circumstances can the CCB be set higher than 2.5%. 

In addition to Pillar 1, the Bank must carry out a review of risk exposure that is not covered 
by Pillar 1 and set off a sufficient amount of CET1 for Pillar 2. This consists among other 
things capital requirements for concentration risk, risk by business area, market risk, 
liquidity risk and operational risk.  

The level of capital required for Pillar 2 is determined in part by the Bank's own ICAAP as 
well as the Norwegian FSA's supervisory review process (SREP).   

Below is a table stating the regulatory requirements for Pillar 1 as of 31 December 2019: 

 31.12.2019 31.12.2018 31.12.2017 

CET1 capital ratio 12.5% 12.0% 12.0% 

CET1 and T1 capital ratio 14.0% 13.5% 13.5% 

Total capital ratio 16.0% 15.5% 15.5% 

 

In addition, the Bank is subject to the Pillar 2 requirements and if needed the Bank has a 
capital planning buffer comprised of CET1. As of 31 December 2018, Pareto Bank's Pillar 

2 requirement was 3.2%, as determined by the Norwegian FSA in 2017. Consequently, 
the following capital requirements apply to Pareto Bank: 
 

 31.12.2019 31.12.2018 31.12.2017 

CET1 capital ratio 15.7% 15.2% 15.2% 

CET1 and T1 capital ratio 17.2% 16.7% 15.7% 

Total capital ratio 19.2% 18.7% 18.7% 

 
The Bank has determined the need for a capital planning buffer of 0.5% following an 
evaluation in the Bank's ICAAP 2019. The Bank's Board of Directors have therefore set a 
target CET1 ratio of 15.7% to cover both Pillar 1 and Pillar 2 requirements as well as for 
other factors (such as unexpected changes in lending volume) as of 31 December 2018. 
The Board has raised the Bank's target CET1 to 16.2% as of 31 December 2019 following 
the increase in the CCB.  

 31.12.2019 31.12.2018 31.12.2017 

Pillar 1 and buffer requirements 12.5% 12.0% 12.0% 

Pillar 2 requirement 3.2% 3.2% 3.2% 

Capital planning buffer 0.5% 0.5% 0.3% 

CET1 target ratio 16.2% 15.7% 15.5% 

 

The Bank is a so-called Group 3 bank meaning that the Bank normally undergoes a SREP 
every third year. The Bank is scheduled to undergo a SREP by the Norwegian FSA in 2020, 
which will result in a new Pillar 2 requirement. The new Pillar 2 requirement may differ 
from the previous one. The Board will at that time make a new evaluation of its target 
CET1 ratio including a review of the level of the Bank's capital planning buffer. 
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As of 31 

December 

2018 

As of 31 

March 

 2019 

(In NOK millions unless otherwise stated) 
 

(unaudited) 

 

(unaudited) 

CET 1 capital 2,228.1 2,295.9 

   

Additional tier 1 capital   200 200 

Tier 1 capital  2,428.1 2,495.9 

   

Tier 2 capital  270 270 

Total capital  2,698.1 2,765.9 

   

Estimated RWA 13,813.2 14,401.7 

   

CET 1 capital ratio, % 16.13% 15.94% 

Tier 1 capital ratio, % 17.58% 17.33% 

Total capital ratio, %  19.53% 19.21% 

 

 

 

 

As of 31 

December 

2018 

As of 31 

March 

 2019 

(In NOK millions unless otherwise stated)   

Minimum requirements subordinated capital   

Local and regional authorities (incl. municipalities) 3.9 4.0 

Institutions 10.9 14.5 

Enterprises 663.3 761.9 

Commitments secured by mortgages on property 307.6 257.0 

Commitments that have come due 26.7 22.2 

Covered bonds 17.6 14.5 

Units in mutual funds 3.4 0.0 

Other commitments 8.7 5.2 

Capital requirements credit risk standard approach (SA) 1,042.1 1,079.3 

   

Capital requirements for operational risk 67.4 77.5 

Deduction of write-downs of groups of loans and provisions for guarantee 

commitments 

(4.5) (4.7) 

Minimum requirements total capital 1,105.1 1.152.1 

   

Surplus of total capital 1,593.1 1,613.8 

   

Total risk-weighted assets 13,813.2 14,401.7 

 

In addition to the capital ratios as set forth in the table above, the Bank's Leverage Ratio 

is also an important measure of the Bank's capitalisation. As of the 31 March 2019, the 
Bank had a Leverage Ratio of 13.69%. 
 

 

As of 31 

December 

2018 

As of 31 

March 

 2019 

(In NOK millions unless otherwise stated) (unaudited) (unaudited) 

CET 1 capital 2,228.1 2,295.9 

   

Additional tier 1 capital   200.0 200.0 

Tier 1 capital  2,428.1 2,495.9 

   

Total assets  15,558.2 16,904.9 
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As of 31 

December 

2018 

As of 31 

March 

 2019 

(In NOK millions unless otherwise stated) (unaudited) (unaudited) 

Off balance sheet exposure4 1,119.0 1,322.0 

Total exposure amount 15,558.2 18,226.9 

   

Leverage ratio, % 14,56% 13,69% 

 

 Investments 

The Bank has not carried out any principal investments in terms of the Bank's net interest 
income for each financial year for the period 2016-2018 and until the date of this 
Prospectus.  

As of the date of this Prospectus, the Bank's Management has not made any firm 
commitments to make principal future investments in the foreseeable future. 

 Basis for the preparation of financial reporting 

 Basis for the preparation of financial reporting 

The Annual Financial Statements as at and for the years ended 31 December 2018, 2017 
and 2016 and the unaudited Interim Financial Statements as at and for the three months 
ended 31 March 2019 (with comparable figures for the same period in 2018) have been 
prepared in accordance with IFRS as adopted by the EU and IAS 34, respectively.  

 Critical accounting policies and estimates 

The Bank's significant accounting policies are summarised in Note 2 to the Annual Financial 
Statements, are hereto incorporated by reference (See Section 19.1 "Incorporation by 
reference"). Summarised below are those accounting policies that require management to 
apply judgements which management believes to have the most significant effect on the 
amounts recognised in the Financial Statements. 

Future events and changes in operating parameters may make it necessary to change 
estimates and assumptions. New interpretations of standards may result in changes in the 
principles chosen and presentation. Such changes will be recognised in the financial 
statements when new estimates are prepared and whenever new requirements with regard 
to presentation are introduced. 

 Use of estimates 

The presentation of the accounts will to some extent be based on estimates and 
discretionary assessments. These are based on historical experience and expectations 
concerning future events viewed as likely on the balance sheet date. The accounting 
estimates will rarely accord entirely with the final outcome and represent a risk of future, 
substantial changes in the value of financial instruments and intangible assets recorded in 
the balance sheet. 

Fair value measurement 
 
Fair value is the amount for which an asset can be exchanged or a liability can be settled 
in a transaction between independent parties. The fair value of financial instruments that 

are not traded in an active market is determined by means of valuation techniques. The 
Bank values and applies methods and assumptions that are as far as possible based on 
the market conditions prevailing on the balance sheet date. This applies to the Bank's 
holdings of certificates and bonds, financial derivatives and deposits and loans with 
locked-in interest rates. The methods and assumptions applied in the calculation of fair 
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value are also described in the Bank's accounting principles and in Note 15 to the Annual 
Financial Statements. 
 
Impairment of financial assets 

According to IFRS 9, expected credit losses shall be measured using a methodology that 
reflects a probability weighted amount that considers different outcomes, the time value 
of money and supportable information related to past, present and future economic 
environment. The methodology for measuring expected credit losses depends on whether 
there has been a significant increase in credit risk since inception, as this will determine 
whether a 12 month expected loss or lifetime expected loss should be recognized. 

Consequently, the calculations will be based on judgment for example related to the 
definition of significant increase in credit risk and how forward looking information is 
incorporated. The model for measuring expected losses is described in note 12 where the 
Bank has presented sensitivities related to forward looking information. The lending 
portfolio has historically had a low level of credit losses and have robust underlying 
security.  

Reference is also made to the Bank's accounting principles. 

Intangible assets and tangible fixed assets 

The residual value and useful lives of the assets are assessed annually and adjusted as 
necessary. The need for write-downs is also assessed on a regular basis. 

 New and amended accounting standards 

IFRS 16 Leases 

The IASB has published the new standard, IFRS 16 Leases. The new standard changes the 
accounting requirements for lessees. All leases (except for short term- and small ticket 
leases) should be accounted for on the balance sheet of the lessee as a right to use the 
asset and a corresponding liability, and the lease payments should be recognized as 

amortization and interest expense. The accounting requirements for lessors are 
unchanged. Additional disclosures are also required. The new standard is effective for 
annual periods beginning on or after January 1, 2019 and earlier application was permitted. 
The amendment was endorsed by the EU-commission in 2017. The Bank has not early 
adopted the amendments. The Bank has analyzed all lease agreements and concluded that 
only the property lease agreement falls within the scope of IFRS 16. The Bank has elected 
the modified retrospective method of implementation. The lease agreement expires July 
13, 2020. The implementation effect of IFRS 16 has been determined to be immaterial as 
of January 1, 2019.  

 Recent development and changes 

 Significant changes in the Bank's financial condition  

Since 31 March 2019, there have been no significant changes in the Bank's financial or 
trading position. 

 Outlook 

Norges Bank raised its signal rates as expected to 1.00% on the 22 March 2019. Money 
market rates have increased during the first quarter and the spread over the signal rate 
has been higher than normal. The Bank has adjusted its lending rates on new and existing 
loans. The Bank will continue to follow developments in market rates and will adjust pricing 
on new and existing loans as necessary. 

The Bank actively sells its products in the shipping and offshore market, focusing on 
Norwegian companies and business owners, modern tonnage and low loan-to-asset value 
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ratios. There is still a high level of activity in corporate financing, and growth in lending is 
expected to increase going forward. Work continues on increasing medium-sized 
Norwegian enterprises' knowledge of the Bank's products. The bank offers a wide range of 
financing solutions to this segment, including a digital solution that gives enterprises quick 
and easy access to working capital. The Bank plans to increase marketing of this service 
in both digital and traditional media during the second half of 2019.  

There is still good access to real estate projects. The housing market appears to have 
levelled out, with stable prices in the Oslo area. The Bank has orders on its books 
comprising credit in process and granted credit that indicate a growth in lending in the 
coming quarters. Access to credit in commercial property is increasing, and the partnership 

with Eiendomskreditt AS increases the Bank's competitiveness. This business is 
concentrated in the Eastern Norway area. This type of lending has a slightly longer duration 
than loans for property development, which helps to diversify the Bank's property 
exposure. 

The level of customer activity was high at the start of the new year, and this is expected 
to continue, particularly in the area of real estate. The Bank's lending forecast shows good 

access to profitable business. It is difficult to estimate the precise scope of lending growth 
in property development. Growth in lending and total lending may vary from quarter to 
quarter given Pareto Bank's role as a project bank. The Bank aims for growth in lending of 
between NOK 1.0 and 2.0 billion in 2019, and a return on equity of around 15%. With 
lending growth of NOK 412 million in Q1 2019, the Bank is on track to meet its ambition 
for the year. 
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11. BOARD OF DIRECTORS, MANAGEMENT, EMPLOYEES AND CORPORATE 
GOVERNANCE 

 Introduction 

The General Meeting is the highest authority of the Bank. All shareholders in the Bank are 
entitled to attend and vote at General Meetings of the Bank and to table draft resolutions 
for items to be included on the agenda for a General Meeting. 

The overall management of the Bank is vested in the Board of Directors and the 

management. In accordance with Norwegian law, the Board of Directors is responsible for, 
among other things, supervising the general management of the Bank's business ensuring 
proper organisation, preparing plans and budgets for its activities ensuring that the Bank's 
activities, accounts and assets management are subject to adequate controls and 
undertaking investigations necessary to perform its duties. 

The Chief Executive Officer (CEO) is responsible for the day-to-day management of the 

Bank's operations in accordance with Norwegian law and instructions set out by the Board 
of Directors. 

 Board of directors 

 Overview 

The Articles of Association provide that the Board of Directors shall consist of a minimum 
of five (5) and a maximum of seven (7) members.  

As at the date of this Prospectus, the Bank's Board of Directors consists of the following: 

Name of director 
Director 
since 

Current 
term expires 

Åsmund Skår (chairman) March 2016 March 2020 

Brita Eilertsen March 2009 March 2020 

Hilde Vatne March 2019 March 2021 

Eyvind Width March 2019 March 2021 

Peter Ditlef Knudsen March 2019* March 2021 

Lars Erik Røshagen Næss (employee elected) March 2019 March 2021 

Trine Charlotte Høgås-Ellingsen (deputy board member) March 2016 March 2020 

Per Christian Nicolaisen (deputy board member) March 2019 March 2021 

Tine Cecilie Baastad Friis Ludvigsen (deputy board member, employee elected) March 2018 March 2020 

  * Peter Ditlef Knudsen was deputy board member from March 2017 to March 2019. 

 
Amongst the shareholder elected members of the Board of Directors, only Trine Charlotte 
Høgås-Ellingsen is considered not to be independent from the Bank's major shareholders, 
due to hers engagement with the Pareto AS. Due to the Bank's business relations with the 
Pareto Group, Høgås-Ellingsen might also be considered not to be independent from the 
Bank's material business relations. None of the other three shareholder-elected board 

members have relations with the Pareto Group which are of relevance in this context or 
relations with others that would involve that they are not considered independent from 
major shareholders, material business relations or management. 
 
Accordingly, the Board of Directors is in compliance with the independence requirements 
of the Norwegian Code of Practice for Corporate Governance dated 17 October 2018 (the 
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"Corporate Governance Code"), meaning that (i) the majority of the shareholder-elected 
members of the Board of Directors is independent of the Bank's executive management 
and material business contacts, (ii) at least two of the shareholder-elected members of the 
Board of Directors are independent of the Bank's main shareholders, and (iii) no members 
of the Bank's executive management are on the Board of Directors. 
 
The Bank's registered office, in Dronning Mauds gate 3, 0250 Oslo, Norway, serves as the 
business address for the Board of Directors in relation to their directorships in the Bank. 

 Brief biographies of the Board of Directors  

Set out below are brief biographies of the members of the Board of Directors, including 
their relevant expertise and experience, an indication of any significant principal activities 
performed by them outside the Bank and names of companies and partnerships of which 
a director is or has been a member of the administrative, management or supervisory 
bodies or partner the previous five years. 

Åsmund Skår (chairman) 

Skår holds a Siviløkonom degree from the Norwegian School of Economics (NHH). Skår 
has 28 years of experience from banking. He has had several leading positions within DNB 
including head of Personal Banking (2003-2009), head of Energy Americas (2009-2012) 
and CEO of DNB Latvia (2012-2014).  

Current directorships and senior 
management 

positions
 ....................................................  

Pareto Wealth Management AS (chairman), P.F. 
Bassøe AS (chairman), Pareto Dry Cargo AS 

(chairman), Pareto Bassøe Shipbrokers AS 
(chairman), Stiftinga Jostedalsbreen 
Nasjonalparksenter (chairman), 
Verdipapirsentralen ASA (board member), Odin 
Marine Group LLC (board member).  
 

Previous directorships and senior 
management positions last five 
years
 ....................................................  

DNB Latvia (CEO) 

 

Brita Eilertsen (deputy chairman) 

Eilertsen holds a Siviløkonom degree from the Norwegian School of Economics (NHH). In 
addition, she is a Certified Financial Analyst. Eilertsen has background from investment 
banking and consulting. She has extensive experience as a non- several listed and private 
companies. Eilertsen is currently self-employed and holds several board positions. 

Current directorships and senior 
management 

positions
 ....................................................  

Fjord1 ASA (board member), Axactor SE (board 
member), NRC Group ASA (board member), Next 

Biometrics ASA (board member), Unifor 
Forvaltningsstifelsen for fond og legater (board 
member), Anders Jahres fond til vitenskapens 
fremme (board member), C Worldwide Asset 
Management AS (board member), Ladessa AS 
(CEO and chairman), Vernix Pharma AS (board 
member), Hadeem Invest AS (deputy board 
member) 
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Previous directorships and senior 
management positions last five 
years
 ....................................................  

Saga Tankers ASA (board member), Scanship 
Holding ASA (board member), Nussir ASA (board 
member) 

 

Peter Knudsen (board member) 

Knudsen has a three year programme in economics from Oslo Trade Academy and a 
Master’s in business and administration from Arizona State University. He has broad 
experience within both the banking and shipping sector and has been CEO in Camillo Eitzen 
& Co, head of shipping in Nordea Bank Singapore and head of shipping offshore CBK.  

 

Hilde Vatne (board member) 

Vatne holds a bachelor’s in business administration and a Master in Marketing from Oslo 
Trade Academy and a Master in business and administration from BI Norwegian Business 
School/ESCP Europe. Vatne is currently working as a regional manager in JM Norge AS and 
has several current and previous relevant board positions.  

Current directorships and senior 
management 
positions
 ................................................. 

North Cape AS (CEO), NortchCape Capital AS 
(CEO), Vilja AS (chairman), Atterdag AS 
(chairman), NorthCape Pte Ltd (board member), 
NorthCape Partners Pte Ltd (board member), 
American Shipping Company ASA (board 
member), AS Ugland Rederi (board member), 
Ugland Bulk Transport AS (board member), 
Ugland Marine Services AS (board member), 
Ugland Shipping AS (board member), Ugland 
Construction AS (board member), Ugland Marine 
Management AS (board member), Rem Aquarius 
AS (board member), Tasmanic Heavylift AS 
(board member), Tykkemyr AS (board member), 
Røyken Næringseiendom AS (board member) 

Previous directorships and senior 
management positions last five 
years
 ................................................. 

Ugland Barge Pool AS (board member), ASL 
Holding AS (board member), C-Salt AS (board 
member), Moss Eiendomsinvest AS (board 
member), B17 Kontor AS (board member) 

Current directorships and senior 
management 
positions
 ................................................. 

Entreen Næring 1 AS (chairman), Entreen Næring 
2 AS (chairman), Son Utvikling AS (chairman), 
Norgesgruppen ASA (board member), Norges- 
gruppen Finans Holding AS (board member) 
DNB Næringseiendom AS (board member), 
jm@home AB (board member), JM Suomi OY 
(board member), Strømmen Sentrum AS (board 
member), Husebyplatået AS (board member),  
Noreveien 26 AS (board member), Spireaveien 6 
Utvikling AS (board member), Spireaveien 6 
Utvikling KS (board member), Myrvoll Torg AS 

(board member), Lillestrøm Kvartal 37 Næring AS 
(board member), Lillestrøm Kvartal 37 AS (board 
member), Grefsen Utvikling AS (board member),  
Hans Nielsen Haugesgate 50 AS (board member),  
Combibygg ANS (board member), Fjellgata 30 AS 
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Eyvind Width (board member) 

Width holds an actuary degree from the University of Oslo, he has over 33 years of 

experience from the securities market as a bond broker and as partner and head of of 
Alternative Investments department in ABG Sundal Collier and as CEO in Fondsfinans Aktiv 
Forvaltning. Width has also been a member of the Board of Directors in Sundal Collier & 
Co.  

Current directorships and senior 
management 
positions
 ....................................................  

EWI AS (CEO/Chairman) 

Previous directorships and senior 
management positions last five 
years
 ....................................................  

M Hospitality AS (board member) 

 

Lars Erik Røshagen Næss (board member)  
Næss holds a bachelor in economics and business administration from BI Norwegian 
Business School and a Master’s degree in international business from Grenoble Ecole de 
Management. He has over 8 years of experience from banking as an account manager in 
the Bank.  
  
Current directorships and senior 
management 
positions
 ....................................................  

None 

Previous directorships and senior 
management positions last five 
years

 ....................................................  

None 

 

 Remuneration and benefits 

The total amount of remuneration paid to the board members, including deputy board 
members and deputy employee-elected representatives in 2018 was NOK 3,658,000. 

Below is a table showing the remuneration paid to the members of the Board of Directors 
of the Bank in the financial year ended 31 December 2018: 

(board member), Fjellgata 30 KS (board 
member), Knut Ramstad Sivilarkitekt Mnal AS 
(board member) 
 

Previous directorships and senior 
management positions last five 
years
 ................................................. 

Bergerveien 12 Hjemmel AS (chairman), Øvre 
Storgate 124 Drammen AS (chairman), 
Heggeodden Næring I AS (board member), 
Kjørbokollen Utbygging AS (board member and 
chairman), DnB Asset Management (board 
member), Noreveien 24 AS (board member), 
Sparebank 1 Næringskreditt (board member), 

Spirea Park Oppgang 2 AS (board member), 
Faktor Eiendom ASA (board member) 
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Name 

 

 

Position 

Director's 

Fee 

 

 

Salary Bonus 

Other 

remuner-

ation Pension 

Total 

remuneration 

Åsmund Skår Chairman 390,000     390,000 

Brita Eilertsen Deputy Chairman 300,000     300,000 

Camilla Wahl 

Board Member, 

resigned March 

2019 

250,000     250,000 

Per. K. Spone 

Board Member, 

resigned March 

2019 

250,000     250,000 

        

Espen Lundaas 

Board Member, 

resigned March 

2019 

250,000     250,000 

Trine C. Høgås-
Ellingsen 

Deputy Board 

Member 
50,000     50,000 

Peter D. Knudsen 
Deputy Board 

Member 
90,000     90,000 

Petter Tinholt 

Employee elected 

representative, 

resigned March 

2019 

- 650,000 300,000 71,000 39,000 1,021,000 

Tine B. Ludvigsen 
Employee elected 

representative 
- 746,000 300,000 11,000 46,000 1,057,000 

        

 

Åsmund Skår will receive NOK 380,000 for his work as Chairman of the Board in 2019 with 
addition of NOK 10,000 for every meeting exceeding 12 meetings each year.  

 Shares held by the Board of Directors  

As of 19 June 2019, Åsmund Skår holds 16,526 shares in the Bank, Eyvind Width holds 
211,973 shares in the Bank through his investment company EWI AS, Lars Erik Næss holds 
27,867 shares in the Bank. Other than Skår, Width and Næss, none of the other board 
members holds Shares in the Bank.  

 Management 

 Overview 

The management of the Bank consists of five individuals.  The names of the members of 
the management as at the date of this Prospectus and their respective positions are 
presented in the table below: 

Name  Position  Served since  

Tiril Haug Villum Chief Executive Officer  2010 

Per Øyvind Schiong Director Credit 2008 

Sven Erik Klepp Director Real Estate 2008 

Erik Skarbøvig Director Shipping & Offshore and Securities & Corporates 2008 

Erling Mork Chief Financial Officer 2010 

 

The Bank's registered office, in Dronning Mauds gate 3, 0250 Oslo, Norway, serves as the 
business address for the members of management in relation to their positions in the Bank. 



 

119 

 Brief biographies of the members of the management 

Set out below are brief biographies of the members of the management, including their 
relevant management expertise and experience, an indication of any significant principal 
activities performed by them outside the Bank and names of companies and partnerships 
of which a member of the management is or has been a member of the administrative, 
management or supervisory bodies or partner the previous five years. 

Tiril Haug Villum 

Villum has 23 years of experience from banking and finance. She has worked at Pareto 
Bank since the Bank's inception in 2007. During the first years Villum was CFO until she 
took the responsibility as CEO in 2010. 

She was the CFO of SEB Privatbanken between 2000-2007. Villum also has several years 
of experience from ABB Financial Services and has held different positions within ABB. 
Villum holds a Siviløkonom degree from the Norwegian School of Economics (NHH). 

Current directorships and senior 

management 
positions
.................................................  

Member of bransjestyre bank og kapitalmarked, 

FinansNorge, Markløperen AS (chairman)  
 

Previous directorships and senior 
management positions last five 
years
.................................................  

None 

 

Per Øyvind Schiong 

Schiong has a MSc in Law (cand. jur.) from the University of Oslo. He has worked as a 
business lawyer for many years among others with Wiersholm. 

Later, he was head of legal at Finansbanken ASA and Storebrand Bank ASA. Schiong has 
broad experience from banking and has been employed at Pareto Bank since 2008. 

Current directorships and senior 
management 
positions
.................................................  

Maud Eiendomsinvest AS (chairman) 
 

Previous directorships and senior 
management positions last five 
years
.................................................  

Maud Eiendomsutvikling AS (chairman) 

 

Sven Erik Klepp 

Klepp has 31 years of experience from banking and finance and was one of the founders 
of Pareto Bank. Klepp has worked at SEB Privatbanken ASA (2000-2007) and Finansbanken 
ASA (1989-99). 

At SEB Privatbanken, Klepp was head of lending with a particular focus on real estate 
financing. He also has 11 years of experience from Finansbanken within commercial 
banking. Klepp holds a bachelor in Economics and Business Administration from USA and 
a MSc in Business Administration from the Norwegian School of Economics (NHH). 
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Current directorships and senior 
management 
positions
.................................................  

Slaraff Invest AS (chairman), Maud 
Eiendomsinvest AS (board member), Verdun 
Holding AS (board member), Nyeboliger AS 
(board member) 
 

Previous directorships and senior 
management positions last five 
years
.................................................  

None 

 

Erik Skarbøvig 

Skarbøvig has 19 years of experience from finance/insurance. He joined Pareto Bank at its 
inception in 2008. From 2003 until 2007 he held leading positions within the Gjensidige 
Group where he worked with business development and strategic projects in group 
corporate staff and different subsidiaries. 

From 2000-2003 he worked as a management consultant at PA Consulting towards the 
banking and finance sector. Skarbøvig holds a Siviløkonom degree from BI Norwegian 
Business School. 

Current directorships and senior 
management 
positions
.................................................  

None 

Previous directorships and senior 
management positions last five 
years
.................................................  

None 

 
Erling Mork 

Mork has 23 years of experience from banking and finance and started at Pareto Bank in 
2008 as head of Treasury. Mork worked from 1996 to 1997 at Chase Manhattan Bank 
Norway, and from 1997 until 2002 at the ABB Financial Services Treasury Center. He held 
different positions at Nord Pool, a Nordic and European power exchange, from 2002 until 
2008, and worked among other areas in business development. Mork holds a BSc degree 
(cand. mag.) from the University of Oslo and a Siviløkonom degree from BI Norwegian 
Business School. 

Current directorships and senior 
management 
positions
.................................................  

None 

Previous directorships and senior 
management positions last five 
years
.................................................  

Oslo Seilflyklubb (board member), Sarrazac AS 
(deputy board member) 

 

 Remuneration and benefits 

The remuneration to the members of the Management in 2015 was NOK 18,351,000. The 
remuneration to the CEO in 2015 was NOK 4,008,000 as further specified below: 
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Name Salary Bonus 

Other 

remuneration Pension 

Total 

remuneration 

Tiril Haug Villum (CEO) 2,694,000 1,129,000 113,000 89,000 3,936,000 

Sven Erik Klepp (Director 

Real Estate) 
2,190,000 894,000 67,000 93,000 3,151,000 

Per Ø. Schiong (Director 
Credit) 

2,483,000 150,000 53,000 88,000 2,686,000 

Erik Skarbøvig (Director 
Securities) 

2,571,000 858,000 72,000 89,000 3,501,000 

Erling Mork (CFO) 1,873,000 768,000 65,000 87,000 2,706,000 

 

Other remuneration is related to benefits such as, insurances, newspaper, electronic 
communication and similar employee benefits. 

 Shares held by the members of the management 

The shares, lock-up undertakings and Subscription Rights in connection with the Shares 
held by the members of the Management as the date of this Prospectus is presented in the 
table below: 

Name Total number of Shares Of which are lock-up undertakings* 

Tiril Haug Villum 302,423 14,153 

Per Øyvind Schiong 65,033 - 

Sven Erik Klepp 193,656 11,577 

Erik Skarbøvig 56,295 10,983 

Erling Mork 58,728 9,236 

* Shares issued by the Bank to members of management are subject to a lock-up for a period of three years 

pursuant to section 15-4 of the Regulation of Financial Enterprises and Financial Groups of 9 December 
2016 No. 1502.   

As the date of this Prospectus, the members of the management held 676,135 Shares 
corresponding to 1.15% of the Shares in the Bank.  

 Bonus compensation scheme and share purchase programme for employees 
including members of the Management 

All employees of the Bank are covered by an annual bonus compensation scheme. Until 

2018, the bonus was settled wholly in Shares in the Bank. As of 2019 the Bonus was settled 
20% in cash and 80% in Shares in the Bank. Bonus is a result of the actual return of equity 
after tax for a given year versus a predefined threshold for Return on Equity after tax. The 
bonus amount equals 10% of the result above this threshold for a given year. This amount 
includes all taxes. 

For the Management of the Bank, remuneration schemes pursuant to section 15-4 of the 
Regulation of Financial Enterprises and Financial Groups of 9 December 2016 No. 1502 
applies. Thus, Shares issued by the Bank to the members of the management are subject 
to a lock-up for a period of three years. The bonus compensation scheme and its principles 
are adopted by the Board of Directors annually. 

Furthermore, all employees of the Bank can participate in an annual share purchase 
programme. Under this programme the Bank may give a 20% discount on the share price 
limited to NOK 3,000 per employee. 

 Benefits upon termination 

No members from the Management or the Board of Directors have agreements for 
severance pay. 
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 Pension and retirement benefits 

For the year ended 31 December 2018, the cost of pension for members of the Bank's 
senior management was approximately NOK 446,000. All employees of the Bank, including 
the Management, are members of the Bank's contribution based pension scheme. Under 
the scheme the Bank contributes 7% of the employees' salary between 0-12 G and 8% 
between 7.1G-12G. 

For more information regarding pension and retirement benefits, see notes 9 and 36 to the 
annual financial statement for 2018 incorporated by reference in this Prospectus. 

 Loans and guarantees 

Below is a table presenting the loans or guarantees from the Bank to members of the 
Management and Board of Directors as of the date of this Prospectus: 

Name Loan amount (NOK 1,000) 

Tiril Haug Villum  3,400 

Sven Erik Klepp 5,700 

 

 Nomination committee 

Pursuant to the Articles of Association, the Bank shall have a nomination committee elected 
by the Annual General Meeting. The nomination committee consists of the following 

members: Petter Borg, Jon Sandberg and Joakim Standal (employee-elected). The 
nomination committee is elected for a period of one year. A majority of the members shall 
be independent of the Bank's Board of Directors and the Bank's Management.  

The responsibility of the nomination committee is, among other things, to nominate 
candidates to be elected by the General Meeting as shareholder-elected members of the 
Board of Directors and their deputies whenever their respective period of service expires. 

Moreover, the nomination committee also nominates candidates to be elected by the 
General Meeting as members of the nomination committee.  

The nomination committee proposes remunerations to the members of the Board of 
Directors and to the members of the nomination committee. The proposal shall be made 
in advance for a period of one year counting from the date of the Annual General Meeting.  

 Audit Committee 

The Board of Directors assumes the responsibility of the audit committee. Pursuant to 
section 6-43 of the Norwegian Public Limited Liability Companies Act, the audit committee 
shall: 

 prepare the Board of Directors' supervision of the company's financial reporting 

process; 

 monitor the systems for internal control and risk management; 

 have continuous contact with the company's auditor regarding the audit of the 

annual accounts; and 

 review and monitor the independence of the company's auditor, including in 

particular the extent to which services other than auditing provided by the auditor 

or the audit firm represent a threat to the independence of the auditor 

In companies were the board of directors assumes the responsibility of the audit committee 
(such as the Bank), the Board shall carry out the abovementioned tasks.  
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 Remuneration committee  

The Board of Directors assumes the responsibility of the remuneration committee pursuant 
to regulation concerning remuneration schemes in financial enterprises remuneration 
schemes pursuant to the Regulation of Financial Enterprises and Financial Groups of 9 
December 2016 No. 1502. The Bank has adopted guidelines that describe the responsibility 
and tasks of the remuneration committee. The remuneration committee shall ensure that 
the Bank has a remuneration scheme that contributes to promote and grant incentives for 
governance of and control with the Bank's risks, counteract a high degree of risk taking 
and avoid conflict of interests. 

 Conflicts of interests 

Deputy board member Trine Charlotte Høgås-Ellingsen is CEO at Pareto AS. Høgås-
Ellingsens employment in the Pareto Group might involve conflict of interest in situations 
where relations with the Pareto Group are discussed by the Board of Directors.  

Except from the above, there are currently no actual or potential conflicts of interest 
between the board members and members of management's duties to the Bank and their 
private interests and other duties. 

 Convictions for fraudulent offences, bankruptcy etc. 

None of the members of the Board of Directors or the Management have during the last 
five years preceding the date of this Prospectus: 

• any convictions in relation to indictable offences or convictions in relation to 
fraudulent offences; 

• received any official public incrimination and/or sanctions by any statutory or 
regulatory authorities (including designated professional bodies) or been 
disqualified by a court from acting as a member of the administrative, management 
or supervisory bodies of a company or from acting in the management or conduct 

of the affairs of any company; or 

• been declared bankrupt or been associated with any bankruptcy, receivership or 
liquidation in his/her capacity as a founder, director or senior manager of a 
company or partner of a limited partnership. 

 Corporate governance 

The Bank has adopted and implemented a corporate governance regime which complies 
with the Norwegian Code of Practice for Corporate Governance, dated 17 October 2018. 
However, the Bank has not established a separate audit committee pursuant to section 
6-41 of the Public Limited Liability Companies Act as the Bank has less than 250 
employees and net revenues of less than NOK 350 million in 2018. Thus, the Board of 
Directors assumes the responsibility of the audit committee.  
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12. RELATED PARTY TRANSACTIONS 

 Introduction 

Pareto Bank is not a part of a group. However, the Bank's largest shareholder is Pareto AS 

with 16.51% of the shares in the Bank. Pareto Bank is financially and operationally 
independent of Pareto AS and its affiliated companies, including Pareto Securities AS, (the 
"Pareto Group"). Under its banking license the Bank is restricted from granting credits to 
or issuing guarantees in favour of companies in the Pareto Group and the owners of 10% 
or more in such companies as well as "close business relations" of such companies or 
persons (not prohibiting ordinary banking services at market prices to ordinary customers 
of such companies). 

 Agreements with related parties 

Below is a summary of the Bank's current agreements with related parties in the period 
covered by the Historical Financial Information. The below mentioned agreements were 
concluded at arm's length. 

 Agreements with the Pareto Group 

The Bank entered into an agreement on 20 September 2007 with the Pareto Group which 
entitles the Bank to use the "Pareto" brand and profile. The agreement continues to run 
until it is terminated by one of the parties. 

The agreement also facilitates other collaboration agreements between the Bank and 
specific companies within the Pareto Group. Under these agreements the Pareto Group has 
agreed to co-operate with the Bank in their on-going business by facilitating for the use of 
some of the Bank's services by customers of the Pareto Group provided that these services 
are competitive and suitable, and by facilitating for the use of some of the services provided 
by the Pareto companies by the Bank's customers provided that these services are 
competitive and suitable to the Bank and its customers. Separate agreements have also 
been entered into between the Bank and certain of the Pareto companies with respect to 

the purchase/sale of certain of the parties' products and services. Further details on the 
collaboration agreements mentioned in this paragraph are included in Sections 12.2.2 to 
12.2.5 below. 

 Cooperation agreements with Pareto Securities AS 

The Bank has entered into a cooperation agreement with Pareto Securities AS, a company 
within the Pareto Group, on 20 September 2007, and this was revised and replaced by a 
cooperation agreement with Pareto Securities AS entered into on 1 July 2017 concerning 
securities financing and settlement accounts for customers of Pareto Securities AS. The 
agreement also secures Pareto Bank customers access to the Pareto Securities trading 
platform. In addition, the parties may rely on the other party's anti-money laundering 
customer due diligence, including verification of customers' identities. The agreement is 
non-exclusive. 

Moreover, the Bank has entered into a supplementary agreement with Pareto Securities 
AS concerning the outsourcing of customer due diligence measures in accordance with the 
regulation of 29 June 2007 No. 876 on security trading. 

 Cooperation agreement with Pareto Wealth Management AS 

The Bank has also entered into a cooperation agreement with Pareto Wealth Management 
AS on 9 February 2011. The agreement facilitates for the use of the Bank's services by 
clients of Pareto Wealth Management AS. The agreements runs until one of the parties give 
a notice of termination. The agreement is non-exclusive. 
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 Cooperation agreement with Pareto Asset Management AS 

The Bank has entered into a cooperation agreement with Pareto Asset Management AS on 
15 August 2008 enabling the Bank to offer financing to clients which hold security portfolios 
through Pareto Asset Management AS. The agreement is non-exclusive.  

 Engagement Letter and a Prepayment agreement with Pareto Securities in 
connection with the Private Placement and Subsequent Offering 

The Bank entered into an engagement letter with Pareto Securities AS regarding Pareto 
Securities' role as manager in the Private placement and the Subsequent Offering. In 
addition, the Bank has entered into a Prepayment agreement with the Managers on 5 June 
2019 with the purpose of prefunding the proceeds of the Private Placement. 

 Share lending agreement with Pareto AS and Pareto Securities AS 

In order to facilitate the settlement of the Private Placement the Bank has entered into a 
share lending agreement on 5 June 2019 with Pareto AS as share lender and Pareto 
Securities as a settlement agent.  

 Potential conflict of interests in relation to the agreements with the Pareto Group 

The Bank has adopted policies concerning ethics, corporate social responsibility and 
conflicts of interest, see Section 7.10.3 "Organisational structure and internal control" 
which also will apply should there arise conflicts of interests in relation to the agreements 
with the Pareto Group. The Bank is especially attentive to potential conflicts of interest 

when it comes to situations which involve commission on deposits to Pareto Securities and 
when Pareto Securities themselves asks for financing on behalf of one of their customers 
in order to secure Pareto Securities' role in a project. Specific persons in the Bank are 
appointed to assess such situations which potentially may involve conflicts of interests.  

 Real property lease agreement with Dronning Mauds gate 1-3 KS (a subsidiary of 

Pecunia Forvaltning AS 

The Bank has also entered into a real property lease agreement with a subsidiary of one 
of its largest shareholders Pecunia Forvaltning AS concerning the Bank's business premises 
at Dronning Mauds gate 3 in Oslo, Norway. The lease agreement runs until 2020. The 
agreement is made on market terms, and the rental is adjusted in accordance with the 
Norwegian consumer price index (Norwegian: konsumprisindeksen).  
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13. CORPORATE INFORMATION AND DESCRIPTION OF THE SHARE CAPITAL  

 General corporate information 

The Bank's registered name is Pareto Bank ASA and its commercial name is Pareto Bank. 

The Bank is a public limited liability company organised and existing under the laws of 
Norway pursuant to the Norwegian Public Limited Liability Companies Act. The Bank's 
registered office is in the municipality of Oslo, Norway. The Bank was incorporated on 19 
January 2007. The Bank's registration number in the Norwegian Register of Business 
Enterprises is 990 906 475. 

The Bank's registered office is located at Dronning Mauds gate 3, 0250 Oslo, Norway and 

the Bank's main telephone number at that address is +47 24 02 81 20 and its telefax 
number is +47 24 02 81 10. The Bank's website can be found at www.paretobank.no. The 
content of www.paretobank.no is not incorporated by reference into or otherwise forms 
part of this Prospectus. 

Pareto Bank ASA is not a part of a group of companies, but it holds a proportion of capital 
in certain undertakings listed in section 13.5 below. It is financially and operationally 
independent of the Pareto Group. Under its banking license the Bank is restricted from 
granting credits to or issue guarantees in favour of companies in the Pareto Group and the 
owners of 10% or more in such companies as well as "close business relations" of such 
companies or persons (not prohibiting ordinary banking services at market prices to 
ordinary customers of such companies). 

 Listed on Oslo Børs 

The Shares are currently listed and traded on Oslo Børs under the ticker-code "PARB".  

 Shares and share capital 

The share capital of the Bank is NOK 703,436,256 divided into 58,619,688 Shares of a 
nominal value of NOK 12 each.  

The Bank has one class of Shares and all Shares carry one vote. All Shares provide equal 
rights in the Bank, including the right to any dividends, in accordance with the Norwegian 
Public Limited Liability Companies Act. Thus, none of the Bank's major shareholders, as 
set forth in Section 13.4 "Shareholders", have any different voting rights. All the Shares 
are validly issued and fully paid.  

The Shares are registered in the Norwegian Central Securities Depository (VPS). The 

Bank's registrar is DNB Bank ASA, DNB Markets Registrars department, Dronning Eufemias 
gate 30, 0021 Oslo. The Shares carry the ISIN number NO0010397581. 

The table below summarizes the development in the Bank's share capital for the periods 
covered by the historical financial information incorporated by reference in this Prospectus, 
see Section 19.1 "Incorporated by Reference". Prior to these share capital increases, the 
Bank's share capital was NOK 510,000,000.  

Date 
Type of 
change 

Share 

capital 
increase 
(NOK) 

Share 

capital 
(NOK) 

after 
change 

Subsc-

ription 
price 

(NOK/
share) 

Par 

value 
(NOK/ 
share) 

Issued 
shares 

Total 

shares 
after 
change 

7 March 2016 
Share capital 
increase  

83,720,928 593,720,928 
NOK 
21.50 

NOK 12 6,976,744 49,476,744 

7 March 2016 
Share capital 

increase  
2,305,116 596,026,044 

NOK 

21.50 
NOK 12 192,093 49,668,837 

7 March 2016 
Share capital 
increase  

1,116,276 597,142,320 
NOK 
21.50 

NOK 12 93,023 49,761,860 
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* The share capital increase relating to the issue of the Private Placement Shares is expected to be registered with the Norwegian Register of Business 
Enterprises on or about 1 July 2019. 

Other than the abovementioned share capital increases, no other changes in the Bank's 
share capital have occurred in the period covered by the historical financial information. 

 Shareholders 

The Bank has one class of Shares.  

The following table lists the 20 largest shareholders per 19 June 2019: 

# Name % Holding 

1. PARETO AS 

                

16.51%  9,675,873 

2.  PECUNIA FORVALTNING AS 

                

10.06%  5,900,000 

3.  AF CAPITAL MANAGEMENT AS 

                

10.00%  5,861,968 

4.  K11 INVESTOR AS 

                   

3.74%  2,191,356 

5.  RUNE BENTSEN AS 

                   

3.74%  2,191,355 

6.  HJELLEGJERDE INVEST AS 
                   

3.39%  1,988,969 

7.  Landkreditt Utbytte 
                   

3.12%  1,829,730 

8.  KOLBERG MOTORS AS 
                   

2.32%  1,360,000 

9.  SVEMORKA HOLDING AS 
                   

2.29%  1,344,622 

10. DRAGESUND INVEST AS 
                   

1.82%  1,067,231 

11. HOLBERG NORGE 

                   

1.65%  965,577 

12. ARTEL AS 

                   

1.54%  900,820 

13. FONDSFINANS NORGE 

                   

1.54%  900,000 

14. PACTUM AS 

                   

1.32%  775,000 

15. CASTEL AS 
                   

1.18%  689,779 

16. HAUSTA INVESTOR AS 
                   

1.02%  600,000 

17. SJØINVEST AS 
                   

0.89%  518,854 

18. WENAASGRUPPEN AS 
                   

0.85%  500,000 

19. BELVEDERE AS 
                   

0.85%  495,941 

20. AS CLIPPER 

                   

0.74%  433,845 

 
Top 20 shareholders 68.56% 40,190,920 

 Others 31.44% 18,428,768 

 
Sum 100.00% 58,619,688 

 

As of the date of this Prospectus, the Bank has approximately 924 shareholders of which 
251 hold shares worth more than NOK 10,000. Pareto AS is the Bank's largest shareholder, 
with 9,675,873 Shares (11,460,325 Shares including the Private Placement), representing 
16.51% of the total share capital as of the date of this Prospectus.  

29 March 2016 
Share capital 

increase  
26,293,944 623,436,264 

NOK 

21.50 
NOK 12  2,191,162 51,953,022 

16 December 
2016 

Share capital 
increase 

79,999,992 703,436,256 NOK 30 NOK 12 6,666,666 58,619,688 

Expected on or 
about 1 July  

2019 

Share capital 
increase* 

129,729,720 833,165,976 NOK 37 NOK 12 10,810,810 69,430,498 
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Shareholders with ownership exceeding 5% must comply with disclosure obligations 
according to the Norwegian Securities Trading Act section 4-3. As of the date of this 
Prospectus, the following shareholders have holdings exceeding 5%: Pareto AS, AF Capital 
Management AS and Sbentsen AS (which controls more than 5% through the ownership 
of 60% of the shares in K11 Investor AS and 60% of the shares in Rune Bentsen AS). 

The Shares have not been subject to any public takeover bids. 

The Bank is subject to provisions on ownership control (see Section 7.16.2 "Current 
Regulation"). The Bank is not aware of any persons or entities who, directly or indirectly, 
jointly or severally, exercise or could exercise control over the Bank. The Bank has not 

taken specific steps to prevent the abuse of such control. The Bank is not aware of any 
arrangements that may result in, prevent, or restrict a change in control over the Bank. 

 Holdings 

The Bank holds a proportion of capital in the following undertaking: 100% of the shares in 
Maud Eiendomsinvest AS with registered offices at c/o Pareto Bank ASA Dronning Mauds 
gate 3, 0250 Oslo. The company is considered to be an empty shelf company. Moreover, 
the Bank holds 17% of the shares in Verdun Holding AS (to be renamed Verdun Sem & 
Johnsen Næring AS) and 35 % of the shares in Nyeboliger AS, both with registered office 
at Klingenberggata 7, 0161 Oslo. The Bank's investment in the two companies amounts to 
NOK 37.5 million. In addition, the Bank holds 1.3 % of the shares in Eiendomskreditt AS 
with registered offices at Solheimsgaten 11, 5058 Bergen. The investment amounts to NOK 
10 million.  

As at the date of this Prospectus, the Bank is of the opinion that its holdings in the entities 
specified above do not have a significant effect on the assessment of its own assets and 
liabilities, financial condition or profits and losses. 

 Own Shares 

As of the date of this Prospectus, the Bank owns no Shares. 

 Convertible instruments, warrants and share options 

As of the date of this Prospectus, the Bank does not currently have in issue any convertible 
debt securities, exchangeable debt securities or debt securities with warrants attached. 
The Bank has not issued any options to subscribe for Shares.  

 Outstanding authorisations 

At the Bank's annual general meeting on 28 March 2019, the Board of Directors was 
granted two authorisations.  

Firstly, the Board of Directors has been granted an authorisation to repurchase the Bank's 
own shares of a maximum amount of 700,000 own shares. Shares acquired pursuant to 
the authorisation may only be applied for sale or transfer to permanent employees 

pursuant to the profit-sharing and share purchase programme of the Bank. The Shares 
must be acquired by the Bank at a price between NOK 20 and NOK 70 per Share. For 
further description of the share purchase programme, see Section 11.3.5 "Bonus 
compensation scheme and share purchase programme for employees including members 
of the Management".  

Secondly, the Board of Directors has been granted an authorisation to carry out an increase 
of the share capital through a private placement directed towards the Bank's permanent 
employees of up to NOK 16 million. The full amount is outstanding as at the date of this 
Prospectus. 

The abovementioned authorisations are valid until the Bank's next annual General Meeting, 
but no longer than 30 June 2020.  
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At the Bank's extraordinary general meeting on 27 June 2019, the Board of Directors was 
granted an authorization to carry out a share capital increase in connection with the 
Subsequent Offering. For more information, see section 17.2 "Resolution regarding the 
subsequent offering".  

 Shareholder agreements 

The Bank is not aware of any shareholders' agreements in relation to the Shares. 

 The Articles of Association 

The Bank's Articles of Association are set out in Appendix A to this Prospectus. Below is a 
summary of the provisions in the Articles of Association.  

 Objective of the Bank 

The objective of the Bank is pursuant to section 1-1 of the Articles of Association to conduct 
such business and provide such services that it is customary or natural for banks to 
perform, within the framework of applicable laws at any time. Moreover, the bank shall 
offer investment services and other ancillary services and other activities natural to carry 
out.   

 Registered office 

The Bank's registered office is in the municipality of Oslo, Norway. 

 Share capital and par value 

The Bank's share capital is NOK 703,436,256 divided into 58,619,688 Shares, each Share 
with a par value of NOK 12. The Shares are registered with the Norwegian Central 
Securities Depository (VPS). 

 Board of directors 

The Bank's Board of Directors shall consist of a minimum of five (5) and a maximum of 
seven (7) Board Members.  

 Restrictions on transfer of Shares  

The Articles of Association do not provide for any restrictions on the transfer of Shares, or 
a right of first refusal for the Bank. Share transfers are not subject to approval by the 
Board of Directors. Thus, the applicable provisions in the Public Limited Liability Act apply 
to any transfer of the Shares.  

 General meetings  

In accordance with the Articles of Association, the annual general meeting of shareholders 
is required to be held each year on or prior to 30 April. Documents relating to matters to 
be dealt with by the Bank's general meeting, including documents which by law shall be 

included in or attached to the notice of the general meeting, do not need to be sent to the 
shareholders if such documents have been made available on the Bank's website. A 
shareholder may nevertheless request that documents which relate to matters to be dealt 
with at the general meeting are sent to him/her. 

The Norwegian FSA shall be notified of the agenda of the Bank's general meeting, and 
minutes of general meetings shall be sent to the Norwegian FSA.  

All resolutions are adopted with simple majority of the votes cast unless otherwise follows 
by law or the Articles of Association. A resolution to amend the Articles of Association 
requires 2/3 majority of the voting casts as well as the share capital represented at the 
general meeting.  



 

130 

 Nomination committee 

The Bank shall have a nomination committee, see Section 11.7 "Nomination committee".  

 Certain aspects of Norwegian corporate law 

 The general meeting of the shareholders 

Under Norwegian law, a company's shareholders exercise supreme authority in the Bank 
through the general meeting. 

In accordance with Norwegian law, the annual General Meeting of the Bank's shareholders 

is required to be held each year on or prior to 30 June. The following business must be 
transacted and decided at the annual General Meeting: 

 approval of the annual accounts and annual report, including the distribution of any 
dividend;  

 the Board of Directors' declaration concerning the determination of salaries and other 
remuneration to senior executive officers; 

 any other business to be transacted at the General Meeting by law or in accordance 
with the Bank's Articles of Association 

In addition to the annual General Meeting, extraordinary General Meetings of shareholders 
may be held if deemed necessary by the Board of Directors. An extraordinary General 
Meeting must also be convened for the consideration of specific matters at the written 

request of the Bank's auditors or shareholders representing a total of at least 5% of the 
share capital. 

Norwegian law requires that written notice of General Meetings needs be sent to all 
shareholders whose addresses are known at least three weeks prior to the date of the 
meeting. The notice shall set forth the time and date of the meeting and specify the agenda 
of the meeting. It shall also name the person appointed by the board of directors to open 
the meeting. A shareholder may attend General Meetings either in person or by proxy. The 
Bank will include a proxy form with its notices of General Meetings. 

A shareholder is entitled to have an issue discussed at a General Meeting if such 
shareholder provides the Board of Directors with notice of the issue within seven days 
before the mandatory notice period, together with a proposal to a draft resolution or a 
basis for putting the matter on the agenda. 

The shareholders of the Bank as of the date of the General Meeting are entitled to attend 
the General Meeting.  

 Voting rights 

Under Norwegian law and the Articles of Association, each Share carries one vote at 

General Meetings of the Bank. No voting rights can be exercised with respect to any 
treasury Shares held by the Bank. 

In general, decisions that shareholders are entitled to make under Norwegian law or the 
Articles of Association may be made by a simple majority of the votes cast. In the case of 
elections, the persons who obtain the most votes are elected. However, as required under 
Norwegian law, certain decisions, including resolutions to set aside preferential rights to 

subscribe in connection with any share issue, to approve a merger or demerger, to amend 
the Bank's articles of association, to authorise an increase or reduction in the share capital, 
to authorise an issuance of convertible loans or warrants or to authorise the board of 
directors to purchase shares and hold them as treasury shares or to dissolve the Bank, 
must receive the approval of at least two-thirds of the aggregate number of votes cast as 
well as at least two-thirds of the share capital represented at a General Meeting.  
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Norwegian law further requires that certain decisions, which have the effect of substantially 
altering the rights and preferences of any Shares or class of Shares, receive the approval 
by the holders of such Shares or class of Shares as well as the majority required for 
amending the Articles of Association. Decisions that (i) would reduce the rights of some or 
all shareholders in respect of dividend payments or other rights to assets or (ii) restrict the 
transferability of shares, require that at least 90% of the share capital represented at the 
general meeting of shareholders in question vote in favour of the resolution, as well as the 
majority required for amending the articles of association. Certain types of changes in the 
rights of shareholders require the consent of all shareholders affected thereby as well as 
the majority required for amending the articles of association. There are no quorum 
requirements for General Meetings. 

In general, in order to be entitled to vote at a General Meeting, a shareholder must be 
registered as the owner of Shares in the Bank's share register kept by the VPS.  

Under Norwegian law, a beneficial owner of Shares registered through a VPS-registered 
nominee may not be able to vote the beneficial owner's Shares unless ownership is re-
registered in the name of the beneficial owner prior to the relevant General Meeting. 

Investors should note that there are varying opinions as to the interpretation of Norwegian 
law in respect of the right to vote nominee-registered shares. In the Bank's view, a 
nominee may not meet or vote for Shares registered on a nominee account. A shareholder 
must, in order to be eligible to register, meet and vote for such Shares at the General 
Meeting, transfer the Shares from the nominee account to an account in the shareholder's 
name. Such registration must appear from a transcript from the VPS at the latest at the 
date of the General Meeting. 

 Additional issuances and preferential rights 

If the Bank issues any new Shares, including bonus shares (i.e. new Shares issued by a 
transfer from funds that the Bank is allowed to use to distribute dividend), the Bank's 
articles of association must be amended, which requires the support of at least (i) two 
thirds of the votes cast and (ii) two thirds of the share capital represented at the relevant 
General Meeting.  

In addition, under Norwegian law, the Bank's shareholders have a preferential right to 
subscribe for the new Shares on a pro rata basis in accordance with their then-current 
shareholdings in the Bank. Preferential rights may be set aside by resolution in a general 
meeting of shareholders passed by the same vote required to approve amendments of the 
Articles of Association. Setting aside the shareholders' preferential rights in respect of 
bonus issues requires the approval of the holders of all outstanding Shares. 

The General Meeting of the Bank may, in a resolution supported by at least (i) two thirds 
of the votes cast and (ii) two thirds of the share capital represented at the relevant General 
Meeting, authorise the Board to issue new Shares. Such authorisation may be effective for 
a maximum of two years, and the nominal value of the Shares to be issued may not exceed 
50% of the nominal share capital as at the time the authorisation is registered with the 
Norwegian Register of Business Enterprises. The shareholders' preferential right to 
subscribe for Shares issued against consideration in cash may be set aside by the Board 
only if the authorisation includes the power for the Board to do so. 

Any issue of Shares to shareholders who are citizens or residents of the United States upon 
the exercise of preferential rights may require the Bank to file a registration statement in 
the United Stated under U.S. securities law. If the Bank decides not to file a registration 
statement, these shareholders may not be able to exercise their preferential rights. 

Under Norwegian law, bonus shares may be issued, subject to shareholder approval and 
provided, amongst other requirements, that the transfer is made from funds that the Bank 
is allowed to use to distribute dividend. Any bonus issues may be effectuated either by 
issuing Shares or by increasing the nominal value of the Shares outstanding. If the increase 
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in share capital is to take place by new Shares being issued, these new Shares must be 
allocated to the shareholders of the Bank in proportion to their current shareholdings in 
the Bank. 

 Minority rights 

Norwegian law contains a number of protections for minority shareholders against 
oppression by the majority, including but not limited to those described in this and 
preceding and following paragraphs. Any shareholder may petition the courts to have a 
decision of the Board of Directors or General Meeting declared invalid on the grounds that 
it unreasonably favours certain shareholders or third parties to the detriment of other 

shareholders or the Bank itself. In certain grave circumstances, shareholders may require 
the courts to dissolve the Bank as a result of such decisions. Shareholders holding in the 
aggregate 5% or more of the Bank's share capital have a right to demand that the Bank 
convenes an extraordinary General Meeting to discuss or resolve specific matters. In 
addition, any of the Bank's shareholders may in writing demand that the Bank place an 
item on the agenda for any General Meeting as long as the Bank's Board of Directors is 
notified within seven days before the deadline for convening the General Meeting and the 

demand is accompanied with a proposed resolution or a reason for why the item shall be 
on the agenda. If the notice has been issued when such a written demand is presented, a 
renewed notice must be issued if the deadline for issuing notice of the General Meeting has 
not expired. 

 Rights of redemption and repurchase of shares 

The Bank has not issued redeemable shares (i.e. shares redeemable without the 
shareholder's consent).  

The Bank's share capital may be reduced by reducing the nominal value of the Shares. 
According to the Norwegian Public Limited Liability Companies Act, such decision requires 
the approval of at least two-thirds of the votes cast and share capital represented at a 
General Meeting. Redemption of individual Shares requires the consent of the holders of 
the Shares to be redeemed. 

The Bank may purchase its own Shares if an authorisation to the Board of Directors to do 
so has been given by the shareholders at a General Meeting with the approval of at least 
two-thirds of the aggregate number of votes cast and share capital represented. The 
aggregate nominal value of treasury Shares so acquired may not exceed 10% of the Bank's 
share capital, and treasury shares may only be acquired if the Bank's distributable equity, 
according to the latest adopted balance sheet, exceeds the consideration to be paid for the 

shares. The authorisation by the shareholders at the General Meeting cannot be given for 
a period exceeding 18 months. A Norwegian public limited liability company may not 
subscribe for its own shares. 

 Shareholder vote on certain reorganisations 

A decision to merge with another company or to demerge requires a resolution of the 

Bank's shareholders at a General Meeting passed by at least (i) two-thirds of the votes 
cast and (ii) two-thirds of the share capital represented at the General Meeting. A merger 
plan, or demerger plan signed by the Board of Directors along with certain other required 
documentation, would have to be sent to all the Bank's shareholders or made available to 
the shareholders on the Bank's website, at least one month prior to the General Meeting 
which will consider the proposed merger or demerger. 

 Liability of board members 

Members of the Board of Directors owe a fiduciary duty to the Bank and its shareholders. 
Such fiduciary duty requires that the Board Members act in the best interests of the Bank 
when exercising their functions and exercise a general duty of loyalty and care towards the 
Bank. Their principal task is to safeguard the interests of the Bank. 
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Members of the Board of Directors may each be held liable for any damage they negligently 
or wilfully cause the Bank. Norwegian law permits the general meeting to discharge any 
such person from liability, but such discharge is not binding on the Bank if substantially 
correct and complete information was not provided at the general meeting of the Bank's 
shareholders passing upon the matter. If a resolution to discharge the Bank's board 
members from liability or not to pursue claims against such a person has been passed by 
a general meeting with a smaller majority than that required to amend the Articles of 
Association, shareholders representing more than 10% of the share capital or, if there are 
more than 100 shareholders, more than 10% of the shareholders may pursue the claim on 
the Bank's behalf and in its name. The cost of any such action is not the Bank's 
responsibility but can be recovered from any proceeds the Bank receives as a result of the 

action. If the decision to discharge any of the Bank's Board Members from liability or not 
to pursue claims against the Board Members is made by such a majority as is necessary 
to amend the Articles of Association, the minority shareholders of the Bank cannot pursue 
such claim in the Bank's name. 

 Indemnification of board members 

Neither Norwegian law nor the Articles of Association contains any provision concerning 
indemnification by the Bank of the Board of Directors. The Bank is permitted to purchase 
insurance for the Board Members against certain liabilities that they may incur in their 
capacity as such. 

 Distribution of assets on liquidation 

Under Norwegian law, a company may be liquidated by a resolution of the company's 
shareholders in a general meeting passed by the same vote as required with respect to 
amendments to the articles of association. The shares rank equally in the event of a return 
on capital by the company upon liquidation or otherwise.  

 Compulsory acquisition 

Pursuant to the Norwegian Public Limited Liability Companies Act and the Norwegian 

Securities Trading Act, a shareholder who, directly or through subsidiaries, acquires shares 
representing 90% or more of the total number of issued shares in a Norwegian public 
limited liability company, as well as 90% or more of the total voting rights, has a right, 
and each remaining minority shareholder of the issuer has a right to require such majority 
shareholder, to effect a compulsory acquisition for cash of the shares not already owned 
by such majority shareholder. Through such compulsory acquisition the majority 
shareholder becomes the owner of the remaining shares with immediate effect. 

If a shareholder acquires shares representing 90% or more of the total number of issued 
shares, as well 90% or more of the total voting rights, through a voluntary offer in 
accordance with the Norwegian Securities Trading Act, a compulsory acquisition can, 
subject to the following conditions, be carried out without such shareholder being obliged 
to make a mandatory offer: (i) the compulsory acquisition is commenced no later than four 
weeks after the acquisition of shares through the voluntary offer, (ii) the price offered per 

share is equal to or higher than what the offer price would have been in a mandatory offer, 
and (iii) the settlement is guaranteed by a financial enterprise authorised to provide such 
guarantees in Norway. 

A majority shareholder who effects a compulsory acquisition is required to offer the 
minority shareholders a specific price per share, the determination of which is at the 
discretion of the majority shareholder. However, where the offeror, after making a 
mandatory or voluntary offer, has acquired 90% or more of the voting shares of an issuer 
and a corresponding proportion of the votes that can be cast at the general meeting, and 
the offeror pursuant to section 4-25 of the Norwegian Public Limited Liability Companies 
Act completes a compulsory acquisition of the remaining shares within three months after 
the expiry of the offer period, it follows from the Norwegian Securities Trading Act that the 



 

134 

redemption price shall be determined on the basis of the offer price for the mandatory 
and/or voluntary offer unless specific reasons indicate that another price is the fair price. 

Should any minority shareholder not accept the offered price, such minority shareholder 
may, within a specified deadline of not less than two months, request that the price be set 
by a Norwegian court. The cost of such court procedure will, as a general rule, be the 
responsibility of the majority shareholder, and the relevant court will have full discretion 
in determining the consideration to be paid to the minority shareholder as a result of the 
compulsory acquisition. 

Absent a request for a Norwegian court to set the price, or any other objection to the price 

being offered in a compulsory acquisition, the minority shareholders would be deemed to 
have accepted the offered price after the expiry of the specified deadline for raising 
objections to the price offered in the compulsory acquisition. 
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14. SECURITIES TRADING IN NORWAY 

 Introduction 

Oslo Børs was established in 1819 and is the principal market in which shares, bonds and 
other financial instruments are traded in Norway.  

Oslo Børs has entered into a strategic cooperation with the London Stock Exchange group 
with regards to, inter alia, trading systems for equities, fixed income and derivatives. 

 Trading and settlement 

Trading of equities on Oslo Børs is carried out in the electronic trading system Millenium 
Exchange. This trading system was developed by the London Stock Exchange and is in use 
by all markets operated by the London Stock Exchange as well as by the Borsa Italiana 
and the Johannesburg Stock Exchange. 

Official trading on Oslo Børs takes place between 09:00 hours Central European Time 
("CET") and 16:20 hours (CET) each trading day, with pre-trade period between 08:15 
hours (CET) and 09:00 hours (CET), closing auction from 16:20 hours (CET) to 16:25 hours 
(CET) and a post-trade period from 16:25 hours (CET) to 17:30 hours (CET). Reporting of 
after exchange trades can be done until 17:30 hours (CET). 

The settlement period for trading on Oslo Børs is two trading days (T+2). This means that 
securities will be settled on the investor's account in the VPS two days after the transaction, 
and that the seller will receive payment after two days.  

Six X-clear, Euro CCP and LCH act as central counterparties for trading in shares on Oslo 
Børs.  

Investment services in Norway may only be provided by Norwegian investment firms 
holding a license under the Norwegian Securities Trading Act, branches of investment firms 
from an EEA member state or investment firms from outside the EEA that have been 
licensed to operate in Norway. Investment firms in an EEA member state may also provide 
cross-border investment services into Norway. 

It is possible for investment firms to undertake market-making activities in shares listed 
in Norway if they have a license to this effect under the Norwegian Securities Trading Act, 
or in the case of investment firms in an EEA member state, a license to carry out market-
making activities in their home jurisdiction. Such market-making activities will be governed 
by the regulations of the Norwegian Securities Trading Act relating to brokers' trading for 

their own account. However, market-making activities do not as such require notification 
to the Norwegian FSA or Oslo Børs except for the general obligation of investment firms 
being members of Oslo Børs to report all trades in listed securities. 

 Information, control and surveillance 

Under Norwegian law, Oslo Børs is required to perform a number of surveillance and control 

functions. The Surveillance and Corporate Control unit of Oslo Børs monitors market 
activity on a continuous basis. Market surveillance systems are largely automated, 
promptly warning department personnel of abnormal market developments. 

The Norwegian FSA controls the issuance of securities in both the equity and bond markets 
in Norway and evaluates whether the issuance documentation contains the required 
information and whether it would otherwise be unlawful to carry out the issuance. Under 
Norwegian law, a company that is listed on a Norwegian regulated market, or has applied 
for listing on such market, must promptly release any inside information directly 
concerning the company (i.e. precise information about financial instruments, the issuer 
thereof or other matters which are likely to have a significant effect on the price of the 
relevant financial instruments or related financial instruments, and which are not publicly 
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available or commonly known in the market). A company may, however, delay the release 
of such information in order not to prejudice its legitimate interests, provided that it is able 
to ensure the confidentiality of the information and that the delayed release would not be 
likely to mislead the public. Oslo Børs may levy fines on companies violating these 
requirements. 

 The VPS and transfer of shares 

The Bank's shareholder register is operated through the VPS. The VPS is the Norwegian 
paperless centralised securities register. It is a computerised bookkeeping system in which 
the ownership of, and all transactions relating to, Norwegian listed shares must be 

recorded. All transactions relating to securities registered with the VPS are made through 
computerised book entries. No physical share certificates are, or may be, issued. The VPS 
confirms each entry by sending a transcript to the registered shareholder irrespective of 
any beneficial ownership. To give effect to such entries, the individual shareholder must 
establish a share account with a Norwegian account agent. Norwegian banks, authorised 
securities brokers in Norway and Norwegian branches of credit institutions established 
within the EEA are allowed to act as account agents. 

The entry of a transaction in the VPS is generally prima facie evidence in determining the 
legal rights of parties as against the issuing company or any third party claiming an interest 
in the given security. 

The VPS is liable for any loss suffered as a result of faulty registration or an amendment 
to, or deletion of, rights in respect of registered securities unless the error is caused by 
matters outside the VPS' control which the VPS could not reasonably be expected to avoid 
or overcome the consequences of. Damages payable by the VPS may, however, be reduced 
in the event of contributory negligence by the aggrieved party. 

The VPS must provide information to the Norwegian FSA on an on-going basis, as well as 
any information that the Norwegian FSA requests. Further, Norwegian tax authorities may 
require certain information from the VPS regarding any individual's holdings of securities, 
including information about dividends and interest payments. 

 Shareholder register – Norwegian law 

Under Norwegian law, shares are registered in the name of the beneficial owner of the 
shares. As a general rule, there are no arrangements for nominee registration, and 
Norwegian shareholders are not allowed to register their shares in the VPS through a 
nominee. However, foreign shareholders may register their shares in the VPS in the name 
of a nominee (bank or other nominee) approved by the Norwegian FSA. An approved and 
registered nominee has a duty to provide information on demand about beneficial 
shareholders to the issuer and to the Norwegian authorities. In case of registration by 
nominees, the registration in the VPS must show that the registered owner is a nominee. 
A registered nominee has the right to receive dividends and other distributions but cannot 
vote on shares at general meetings on behalf of the beneficial owners. 

 Foreign investment in Norwegian shares 

Foreign investors may trade shares listed on Oslo Børs through any broker that is a member 
of Oslo Børs, whether Norwegian or foreign. 

 Disclosure obligations 

If a person's, entity's or consolidated group's proportion of the total issued shares and/or 
rights to shares in an issuer with its shares listed on a regulated market in Norway (with 
Norway as its home state, which will be the case for the Bank) reaches, exceeds or falls 
below the respective thresholds of 5%, 10%, 15%, 20%, 25%, 1/3, 50%, 2/3 or 90% of 
the share capital or the voting rights of that issuer, the person, entity or group in question 
has an obligation under the Norwegian Securities Trading Act to notify Oslo Børs and the 
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issuer immediately. The same applies if the disclosure thresholds are passed due to other 
circumstances, such as a change in the Bank's share capital. 

 Insider trading 

According to Norwegian law, subscription for, purchase, sale or exchange of financial 
instruments that are listed, or subject to the application for listing, on a Norwegian 
regulated market, or incitement to such dispositions, must not be undertaken by anyone 
who has inside information, as defined in section 3-2 of the Norwegian Securities Trading 
Act. The same applies to the entry into, purchase, sale or exchange of options or 
futures/forward contracts or equivalent rights whose value is connected to such financial 
instruments or incitement to such dispositions. 

 Mandatory offer requirements 

The Norwegian Securities Trading Act requires any person, entity or consolidated group 
that becomes the owner of shares representing more than one-third of the voting rights of 
a Norwegian issuer with its shares listed on a Norwegian regulated market to, within four 
weeks, make an unconditional general offer for the purchase of the remaining shares in 
that issuer. A mandatory offer obligation may also be triggered where a party acquires the 
right to become the owner of shares that, together with the party's own shareholding, 
represent more than one-third of the voting rights in the issuer and Oslo Børs decides that 
this is regarded as an effective acquisition of the shares in question. 

The mandatory offer obligation ceases to apply if the person, entity or consolidated group 
sells the portion of the shares that exceeds the relevant threshold within four weeks of the 
date on which the mandatory offer obligation was triggered. 

When a mandatory offer obligation is triggered, the person subject to the obligation is 
required to immediately notify Oslo Børs and the issuer in question accordingly. The 
notification is required to state whether an offer will be made to acquire the remaining 
shares in the issuer or whether a sale will take place. As a rule, a notification to the effect 
that an offer will be made cannot be retracted. The offer is subject to approval by Oslo 
Børs before the offer is submitted to the shareholders or made public. 

The offer price per share must be at least as high as the highest price paid or agreed to be 
paid by the offeror for the shares in the six-month period prior to the date the threshold 
was exceeded. If the acquirer acquires or agrees to acquire additional shares at a higher 
price prior to the expiration of the mandatory offer period, the acquirer is required to 
restate its offer at such higher price. A mandatory offer must be in cash or contain a cash 
alternative at least equivalent to any other consideration offered. 

In case of failure to make a mandatory offer or to sell the portion of the shares that exceeds 
the relevant mandatory offer threshold within four weeks, Oslo Børs may force the acquirer 
to sell the shares exceeding the threshold by public auction. Moreover, a shareholder who 
fails to make an offer may not, as long as the mandatory offer obligation remains in 
unfulfilled, exercise rights in the issuer, such as voting on shares at general meetings of 

the issuer's shareholders, without the consent of a majority of the remaining shareholders. 
The shareholder may, however, exercise its rights to dividends and pre-emption rights in 
the event of a share capital increase. If the shareholder neglects his duty to make a 
mandatory offer, Oslo Børs may impose a cumulative daily fine that accrues until the 
circumstance has been rectified. 

Any person, entity or consolidated group that owns shares representing more than one-

third of the votes in a Norwegian issuer with its shares listed on a Norwegian regulated 
market is required to make an offer to purchase the remaining shares of the issuer 
(repeated offer obligation) if the person, entity or consolidated group through acquisition 
becomes the owner of shares representing 40% or more of the votes in the issuer. The 
same applies correspondingly if the person, entity or consolidated group through 
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acquisition becomes the owner of shares representing 50% or more of the votes in the 
issuer. The mandatory offer obligation ceases to apply if the person, entity or consolidated 
group sells the portion of the shares which exceeds the relevant threshold within four 
weeks of the date on which the mandatory offer obligation was triggered. 

Any person, entity or consolidated group that has passed any of the above mentioned 
thresholds in such a way as not to trigger the mandatory bid obligation, and has therefore 
not previously made an offer for the remaining shares in the company in accordance with 
the mandatory offer rules is, as a main rule, required to make a mandatory offer in the 
event of a subsequent acquisition of shares in the company. 

Should any minority shareholder not accept the offered price, such minority shareholder 
may, within a specified deadline of not less than two months, request that the price be set 
by a Norwegian court. The cost of such court procedure will, as a general rule, be the 
responsibility of the majority shareholder, and the relevant court will have full discretion 
in determining the consideration to be paid to the minority shareholder as a result of the 
compulsory acquisition. 

Absent a request for a Norwegian court to set the price, or any other objection to the price 
being offered in a compulsory acquisition, the minority shareholders would be deemed to 
have accepted the offered price after the expiry of the specified deadline for raising 
objections to the price offered in the compulsory acquisition. 

On 23 January 2019, the securities law commission presented a legislative proposal to the 
Ministry of Finance for amendments in the Norwegian takeover rules. The consultation 
period expires 30 September 2019.  

 Foreign exchange controls 

There are currently no foreign exchange control restrictions in Norway that would 
potentially restrict the payment of dividends to a shareholder outside Norway, and there 
are currently no restrictions that would affect the right of shareholders of a Norwegian 
issuer who are not residents in Norway to dispose of their shares and receive the proceeds 

from a disposal outside Norway. There is no maximum transferable amount either to or 
from Norway, although transferring banks are required to submit reports on foreign 
currency exchange transactions into and out of Norway into a central data register 
maintained by the Norwegian customs and excise authorities. The Norwegian police, tax 
authorities, customs and excise authorities, the National Insurance Administration and the 
Norwegian FSA have electronic access to the data in this register.  



 

139 

15. TAXATION 

The following is a summary of certain Norwegian tax considerations relevant to the 
acquisition, ownership and disposition of shares by holders that are residents of Norway 
for purposes of Norwegian taxation ("Resident Shareholders") and holders that are not 
residents of Norway for such purposes ("Non-resident Shareholders").  

The summary is based on applicable Norwegian laws, rules and regulations as they exist 
as at the date of this Prospectus. Such laws, rules and regulations may be subject to 
changes after this date, possibly on a retroactive basis for the same tax year. The summary 
is of a general nature and does not purport to be a comprehensive description of all the 
tax considerations that may be relevant to the shareholders and does not address foreign 
tax laws.  

Please note that special rules apply for shareholders that cease to be tax resident in Norway 
or that for some reason are no longer considered taxable to Norway in relation to their 
shareholding.  

Each shareholder should consult with and rely upon their own tax adviser to determine the 

particular tax consequences for him or her and the applicability and effect of any Norwegian 
or foreign tax laws and possible changes in such laws. 

For the purpose of the summary below, a reference to a Norwegian or foreign shareholder 
or Bank refers to tax residency rather than nationality. 

 Taxation of dividends 

 Resident Shareholders that are corporations 

Resident Shareholders that are corporations (i.e. limited liability companies, mutual funds, 
savings banks, mutual insurance companies or similar entities resident in Norway for tax 
purposes) are generally exempt from tax on dividends received on shares in Norwegian 
limited liability companies, hereunder public limited liability companies, pursuant to the 

Norwegian tax exemption method (Norwegian: Fritaksmetoden). However, 3% of dividend 
income is generally taxable as general income at the rate of general income tax (22% as 
of 2019), implying that dividends distributed from the Bank to Resident Shareholders are 
effectively taxed at a rate of 0.66%.  

 Resident Shareholders that are individuals 

Resident Shareholders that are individuals are in general tax liable to Norway for their 

worldwide income. Dividends distributed to such personal shareholders are taxable to the 
extent that the dividends exceed a statutory tax-free allowance (Norwegian: 
Skjermingsfradrag). As of 2019, the taxable amount is multiplied with a factor of 1.44 
which gives an effective tax rate of 31.68% (22% x 1.44).  

The tax-free allowance is calculated on a share-by-share basis, and the allowance for each 
share is equal the cost price of the share multiplied by a determined risk-free interest rate 

based on the effective rate after tax of interest on treasury bills (Norwegian: 
Statskasseveksler) with three months maturity. The allowance is allocated to the 
shareholder owning the share on 31 December in the relevant income year. Resident 
Shareholders that are individuals who transfer shares during an income year will thus not 
be entitled to deduct any calculated allowance related to the year of transfer. The 
Directorate of Taxes announces the risk free-interest rate in January the year after the 
fiscal year. The risk-free interest rate for 2018 is 0.8%.  

Any part of the calculated allowance one year exceeding dividend distributed on the same 
share ("excess allowance") can be carried forward and set off against future dividends 
received on, or capital gains upon realization of the same share. Furthermore, excess 
allowance can be added to the cost price of the share and included in basis for calculating 
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the allowance on the same share the following year. 

 Non-resident Shareholders 

Dividends distributed to Non-resident Shareholders purposes are in general subject to 

withholding tax at a rate of 25%, unless otherwise provided for in an applicable tax treaty 
or the recipient is covered by the specific regulations for corporate shareholders tax-
resident within the EEA (see the section below for more information on the EEA exemption). 
The Bank distributing the dividend is responsible for the withholding. Norway has entered 
into tax treaties with approximate 80 countries. In most tax treaties the withholding tax 
rate is reduced to 15%.  

In accordance with the present administrative system in Norway, the Norwegian 
distributing Bank will normally withhold tax at the regular rate or reduced rate according 
to an applicable tax treaty, based on the information registered with the VPS with regard 
to the tax residence of the Non-resident Shareholder. Dividends paid to Non-resident 
Shareholders in respect of nominee-registered shares will be subject to withholding tax at 
the general rate of 25% unless the nominee, by agreeing to provide certain information 

regarding beneficial owners, has obtained approval for a reduced or zero rate from the 
Central Office for Foreign Tax Affairs ("COFTA") (Norwegian: Sentralskattekontoret for 
utenlandssaker).  

Non-resident Shareholders who are exempt from withholding tax and shareholders who 
have been subject to a higher withholding tax than applicable in the relevant tax treaty, 
may apply to the Norwegian tax authorities for a refund of the excess withholding tax. The 
application is to be filed with COFTA. 

If a Non-resident Shareholder is engaged in business activities in Norway, and the shares 
are effectively connected with such business activities, dividends distributed to such 
shareholder will generally be subject to the same taxation as that of Resident Shareholders, 
cf. the description of tax issues related to Resident Shareholders above. 

Non-resident Shareholders should consult their own advisers regarding the availability of 

treaty benefits in respect of dividend payments, including the ability to effectively claim 
refunds of withholding tax. 

 Non-resident Shareholders tax-resident within the EEA 

Non-resident Shareholders who are individuals tax-resident within the EEA ("Foreign EEA 
Personal Shareholders") are upon request entitled to a refund of an amount 
corresponding to the calculated tax-free allowance on each individual share. The 
shareholder shall pay the lesser amount of (i) withholding tax according to the rate in an 
applicable tax treaty or (ii) withholding tax at 25% of taxable dividends after allowance. 
Foreign EEA Personal Shareholders may carry forward any unused allowance, if the 
allowance exceeds the dividends. 

Non-resident Shareholders that are corporations tax-resident within the EEA for tax 

purposes ("Foreign EEA Corporate Shareholders") are exempt from Norwegian tax on 
dividends distributed from Norwegian limited liability companies, provided that the Foreign 
EEA Corporate Shareholder in fact is deemed to be genuinely established and performs 
real economic activity within the EEA. 

 Taxation upon realization of shares 

 Resident Shareholders that are corporations 

Resident Shareholders that are corporations are generally exempt from tax on capital gains 
upon the realization of shares in Norwegian limited liability companies, hereunder public 
limited liability companies. Losses upon the realization and costs incurred in connection 
with the purchase and realization of such shares are not deductible for tax purposes. 
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 Resident Shareholders that are individuals 

Resident Shareholders that are individuals are taxable in Norway for capital gains upon the 
realization of shares, and have a corresponding right to deduct losses that arise upon such 
realization. The tax liability applies irrespective of time of ownership and the number of 
shares realised. Gains are taxable as general income in the year of realization, and losses 
can be deducted from general income in the year of realization. The tax rate for general 
income is 22% as of 2019. However, the basis for taxation of capital gains is multiplied by 
with a factor of 1.44 which gives an effective tax rate of 31.68% (22% x 1.44).  

The taxable gain or loss is calculated per share as the difference between the consideration 
received and the cost price of the share, including any costs incurred in relation to the 

acquisition or realization of the share. Any unused allowance on a share (ref. above) may 
be set off against capital gains related to the realization of the same share, but may not 
lead to or increase a deductible loss, i.e., any unused allowance exceeding the capital gain 
upon the realization of the share will be lost. Furthermore, unused allowance may not be 
set of against gains from realization of other shares. 

If a Resident Shareholder that is an individual disposes of shares acquired at different 

times, the shares that were first acquired will be deemed as first sold (the FIFO-principle) 
when calculating a taxable gain or loss. 

 Non-resident Shareholders 

As a general rule, capital gains generated by Non-resident Shareholders are generally not 
taxable in Norway unless  

(i) the shares are effectively connected with business activities carried out or managed 
in Norway (in which case capital gains will generally be subject to the same taxation 
as that of Resident Shareholders, cf. the description of tax issues related to Resident 
Shareholders above), or  

(ii) the shares are held by an individual who has been a resident of Norway for tax 
purposes with unsettled/postponed exit tax calculated on the shares at the time of 

cessation as Norwegian tax resident. 

 Net wealth tax 

Resident Shareholders that are corporations and certain similar entities are exempt from 
Norwegian net wealth tax.  

For other resident Shareholders (i.e. Shareholders who are individual), the shares will be 
included in the basis for calculation of net wealth tax. The current marginal net wealth tax 
rate is 0.85% of taxable values.   

Listed shares are (currently) valued at 75% of their quoted value on 1 January in the 
assessment year (the year following the income year).  

 Inheritance tax 

As of 1 January 2014 the Norwegian Inheritance Tax was abolished. However, the heir 
acquires the donor's tax input value of the shares based on principles of continuity. Thus, 
the heir will be taxable for any increase in value in the donor's ownership, at the time of 
the heir's realization of the shares.  

 Stamp duty 

There is currently no Norwegian stamp duty or transfer tax on the transfer or issuance of 
shares. 
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16. THE PRIVATE PLACEMENT 

 Background 

On 5 June 2019, the Bank publicly announced that it had raised approximately NOK 400 

million in gross proceeds through the Private Placement of 10,810,810 new Private 
Placement Shares, each with a par value of NOK 12 at a subscription price of NOK 37.00 
per share. The subscription price in the Private Placement was determined through an 
accelerated bookbuilding process, and was set at NOK 37.00 per Private Placement Share.  

The completion of the Private Placement implied a deviation from the existing shareholders 
pre-emptive rights to subscribe for and be allocated new shares. Due to the deviation from 

the existing shareholders pre-emptive rights, new investors benefited of being allocated 
Private Placement Shares in the Bank and existing shareholders that did not participate in 
the Private Placement were diluted. The Board of Directors carefully considered such 
deviation and resolved that the Private Placement was in the best interests of the Bank 
and its shareholders. In reaching this conclusion the Board of Directors has inter alia 
considered the limited discount to previous trading prices, the dilutive effect of the share 
issue, the investor interest in the transaction, the strengthening of the shareholder base 

that will be achieved by the Private Placement, the liquidity in the shares, transaction costs, 
transaction efficiency and completion risks.  

 Resolution regarding the private placement 

On 27 June 2019, the extraordinary general meeting of the Bank passed the following 
resolution to increase the Bank's share capital by NOK 129,729,720 related to the Private 
Placement (office translation):  

"(i).  The Bank’s share capital shall be increased with NOK 129,729,720, through 

issue of 10,810,810 new shares, each with a par value of NOK 12. 

(ii).  The subscription price for the new shares shall be NOK 37.00 per share. 

(iii). The new shares shall be subscribed by the managers DNB Markets and Pareto 

Securities, on behalf of investors which subscribed for and was allocated shares 

according to the board's resolution (conditional upon approval by the general 

meeting), as these appear of an appendix to the minutes. 

(iv).  Existing shareholders' preferential rights to subscribe for new shares pursuant 

to Section 10-4 of the public limited liability companies act are waived. 

(v).  Subscriptions shall be made in the minutes from the general meeting. 

(vi). The subscription amount shall be settled no later than one week following the 

date of the general meeting to a separate share contribution account. 

(vii).  The shares give full rights, including rights to dividends, from and including the 

date of registration of the capital increase in the Register of Business 

Enterprises. 

(viii). The general meeting approved fees related to the share capital increase which 

are estimated to amount to approximately NOK 12,700,000 million.  

(ix).  Article 2-1 of the Articles of Association is amended to reflect the new share 

capital and the new number of shares after the share capital increase. 

(x).  This resolution is conditional on approval by the Norwegian Financial 

Supervisory Authority, and general meeting's approval of the proposed 

resolution in item 6 of the agenda."  

 Delivery and listing of the Private Placement Shares 

The Shares allocated in the Private Placement were, subject to timely payment of the 
application amount, delivered to the investors in the Private Placement on 5 June 2019. 
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The Private Placement was settled with existing and unencumbered Shares already listed 
on the Oslo Børs, pursuant to a share lending agreement between Pareto AS as lender, 
Pareto Securities on behalf of the Joint Bookrunners, and the Bank. Hence, the Shares 
allocated in the Private Placement were tradeable immediately after approval of the Private 
Placement by the Norwegian Financial Supervisory Authority on 27 June 2019. 

The share capital increase relating to the issue of the Private Placement Shares in the 
Offering is expected to be registered in the Norwegian Register of Business Enterprises on 
1 July 2019 and the Private Placement Shares will be delivered in the VPS to the subscribers 
as soon as possible following the approval of this Prospectus, subject to payment being 
received from the subscribers. The Private Placement Shares will be listed on Oslo Børs as 
soon as possible following the approval of this Prospectus. 

 VPS registration of the Private Placement Shares 

The Private Placement Shares will be registered in book-entry form with VPS under ISIN 
NO 0010397581. 

The Shares are registered in the VPS. The registrar for the Bank’s shares in VPS is DNB 

Bank ASA, DNB Markets Registrars Department, Dronning Eufemias gate 30, 0021 Oslo, 
Norway.  

 Share capital following the Private Placement 

Following the registration of the share capital increase pertaining to the Private Placement 
Shares with the Norwegian Register of Business Enterprises, the number of issued and 

outstanding Shares in the Bank will be increased by 10,810,810 Shares from 58,619,688 
Shares to 69,430,498 Shares, each with a nominal value of NOK 12 and the Bank's share 
capital will be increased by NOK 129,729,720 from NOK 703,436,256 to NOK 833,165,976. 

The Bank has only one class of shares outstanding and all Shares are freely transferable. 

 Participation of major existing shareholders and members of the Bank’s 
management or administrative bodies 

Pareto AS and AF Capital Management AS had shareholdings of 5% or more prior to the 
Private Placement and were allotted 1,451,452 and 1,081,080 Private Placement Shares 
respectively in the Private Placement, corresponding to their pro rata ownership in the 
Bank prior to the Private Placement.  

No Private Placement Shares were allocated to current members of Pareto Bank's 
management, supervisory bodies or administrative bodies in the issue of Private Placement 
Shares.  

 Expenses and net proceeds 

The total expenses related to the Private Placement were approximately NOK 12.7 million. 
Consequently, the net proceeds of the Private Placement were approximately NOK 387.3 
million. The net proceeds of the Private Placement will be used for continued profitable 
growth. The Bank considers the markets in which it operates to be attractive, and has a 
healthy pipeline and solid access to new business. The net proceeds will also be used to 
secure a more stable dividend policy and to strengthen the regulatory capital in order to 
maintain readiness for any potential future increase in regulatory capital requirements.  

 Rights attached to the Private Placement Shares 

The Private Placement Shares will have the same rights as those attached to the existing 
Shares, including rights to dividends, from and including the date of registration of the 
capital increase in the Norwegian Register of Business Enterprises. All Shares will have 
equal voting rights. All Shares carry one vote.  
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 Lock-up 

There are no selling shareholders or lock-up arrangements in connection with the Private 
Placement.  

 Dilution 

Prior to the Private Placement, the Bank had 58,619,688 Shares in issue. 10,810,810 
Private Placement Shares have been issued in the Private Placement. Consequently, the 
immediate dilutive effect to existing shareholders that did not participate in the Private 
Placement will be approximately 15.6%.  

 Manager and advisers 

DNB Markets, a part of DNB Bank ASA (address: Dronning Eufemias gate 30, 0191 Oslo, 
Norway) and Pareto Securities AS (address: Dronning Mauds gate 3, 0250 Oslo, Norway) 
acted as Managers for the Private Placement. Advokatfirmaet Schjødt AS (address: 
Ruseløkkveien 14, 0251 Oslo, Norway) has acted as legal adviser (as to Norwegian law) in 
connection with the Private Placement. 

 Interest of natural and legal persons related to the private placement 

The Manager and their affiliates have provided from time to time, and may provide in the 
future, investment and commercial banking services to the Bank and its affiliates in the 
ordinary course of business, for which they may have received and may continue to receive 
customary fees and commissions. The Manager, its employees and any affiliate may 
currently own Shares in the Bank. The Manager does not intend to disclose the extent of 

any such investments or transactions otherwise than in accordance with any legal or 
regulatory obligation to do so. 

The Manager will receive a fee of approximately NOK 12.7 million related to the Private 
Placement. 

Consequently, the Manager has an interest in the Private Placement. 

Beyond the above-mentioned, the Bank is not aware of any interest, including conflicting 
ones, of any natural or legal person in the Private Placement. 

 Jurisdiction 

This Prospectus is subject to Norwegian law, unless otherwise indicated herein. Any dispute 
arising in respect of this Prospectus is subject to the exclusive jurisdiction of Oslo City 
Court. 

The Bank and its shares are pursuant to the Norwegian Public Limited Liability Companies 
Act. 
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17. THE SUBSEQUENT OFFERING 

 Background 

On 5 June 2019, the Bank successfully completed the Private Placement and the Board of 

Directors resolved to propose a subsequent offering in which shareholders in the Bank that 
did not participate in the Private Placement may subscribe for new Shares at the same 
subscription price as in the Private Placement (the "Subsequent Offering"). 

The Subsequent Offering consists of up to 1,081,081 new Shares at NOK 37.00 per new 
share (the "Offer Shares"). The Offer Shares in the Subsequent Offering will be issued in 
NOK. The Subsequent Offering is not underwritten. 

The Subsequent Offering is directed towards the shareholders in the Bank as of 5 June 
2019, as registered in the VPS on 7 June 2019 (Record Date), who (i) were not provided 
with inside information in the pre-sounding, (ii) who were not allocated Private Placement 
Shares in the Private Placement, and (iii) who are not resident in a jurisdiction where such 
offering would be unlawful, or would (in jurisdictions other than Norway) require any 
prospectus filing, registration or similar action (the "Eligible Shareholders"). The Eligible 
Shareholders will receive non-tradable subscription rights (the "Subscription Rights") 
that will enable participation in the Subsequent Offering. 

 Resolution regarding the subsequent offering 

On 27 June 2019, the extraordinary general meeting of the Bank granted the Board of 

Directors with the following authorization (office translation):  

 

"The Board of Directors is authorized pursuant to Section 10-14 of the public limited 

liability companies act to complete the following share capital increase: 

 

(i).  The Bank's share capital may be increased with up to NOK 12,972,972 by 

issuance of up to 1,081,081 new shares, each with a par value of NOK 12. 

(ii) The authorization may only be used to complete a Subsequent Offering 

following the Private Placement approved by the general meeting under item 5 

above. 

(iii) Existing shareholders' preferential rights may be waived, cf. Section 10-5 of the 

public limited liability companies, cf. Section 10-4. 

(iv) The Board of Directors determines the remaining conditions for subscription. 

(v) The authorization applies only to a capital increase by cash contribution. 

(vi) The authorization is valid until 31 August 2019."  

 

 Expenses and net proceeds 

The total expenses related to the Subsequent Offering are approximately NOK 0.4 million. 
Consequently, the net proceeds of the Subsequent Offering are up to approximately NOK 

39.6 million. The net proceeds from the Subsequent Offering will be used for continued 
profitable growth. The Bank considers the markets in which it operates to be attractive, 
and has a healthy pipeline and solid access to new business. The net proceeds will also be 
used to secure a more stable dividend policy and to strengthen the regulatory capital in 
order to maintain readiness for any potential future increase in regulatory capital 
requirements.  

The Bank will not charge the investors for the expenses related to the Offering. 

 Record date 

Eligible Shareholders as of 5 June 2019, and being registered as such in the VPS on 7 June 
2019 (the "Record Date") will receive Subscription Rights. 
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Provided that the delivery of traded Pareto Bank shares were made with ordinary T+2 
settlement in the VPS, Pareto Bank shares that were acquired until and including 5 June 
2019 will give the right to receive Subscription Rights, whereas Pareto Bank shares that 
were acquired from and including 6 June 2019 will not give the right to receive Subscription 
Rights. 

 Timetable for the Subsequent Offering 

The timetable set out below provides certain indicative key dates for the Subsequent Offering: 

Last day of trading in the Shares including Subscription Rights .......  5 June 2019 

First day of trading in the Shares excluding Subscription Rights ......  6 June 2019 

Record Date .............................................................................  7 June 2019 

Subscription Period and trading in Subscription Rights commences .  28 June 2019 

Subscription Period ends............................................................  12 July 2019 at 12:00 hours (CET) 

Allocation of the Offer Shares .....................................................  Expected on or about 12 July 2019 

Publication of the results of the Subsequent Offering .....................  Expected on or about 12 July 2019 

Distribution of allocation letters ..................................................  Expected on or about 15 July 2019 

Payment Date ..........................................................................  18 July 2019 

Registration of the share capital increase pertaining to the 

Subsequent Offering .................................................................  Expected on or about 23 July 2019 

Delivery of the Offer Shares .......................................................  Expected on or about 23 July 2019 

Listing and commencement of trading in the Offer Shares on the 

Oslo Børs .................................................................................  Expected on or about 23 July 2019 

 

 Subscription Period 

The Subscription Period in the Subsequent Offering will commence 09:00 CET on 28 June 
2019 and expire at 12:00 CET on 12 July 2019. The Subscription Period may not be 
extended or shortened. 

 Subscription Price 

The subscription price for one (1) Offer Share is NOK 37.00 (Subscription Price). The 
Subscribers will not incur any costs related to the subscription for, or allotment of, the 
Offer Shares.  

 Subscription Rights 

The Subsequent Offering comprises up to 1,081,081 non-tradable Subscription Rights. 
Each Eligible Shareholder will be granted 0.074335 Subscription Right for every Pareto 
Bank shares owned as of the Record Date ("Eligible Shares"), rounded up to the nearest 
whole subscription right. One Subscription Right will, subject to applicable securities law, 
give the holder the right to subscribe for and be allocated one Offer Share in the Bank in 
the Offering.  

The Subscription Rights will be credited to and registered on each Eligible Shareholder’s 
VPS account on or about 28 June 2019. The Subscription Rights will be registered with the 
VPS under ISIN NO 001 0858889. The Subscription Rights will be distributed free of charge, 
and the recipient of subscription rights will not be debited any cost. 

The Subscription Rights may be used to subscribe for Offer Shares in the Offering before 
the expiry of the Subscription Period on 12 July 2019 at 12:00 hours CET.  

The Subscription Rights must be used to subscribe for Offer Shares before the end of the 
Subscription Period (i.e. 12 July 2019 at 12:00 hours CET). Subscription Rights which are 
not exercised before the end of the Subscription Period will have no value and will lapse 
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without compensation to the holder. Holders of Subscription Rights (whether granted or 
acquired) should note that subscriptions for Offer Shares must be made in accordance with 
the procedures set out in this Prospectus. 

Over-subscription will be permitted. Subscription without Subscription Rights will not be 
permitted.  

Subscription Rights of Eligible Shareholders resident in jurisdictions where this Prospectus 
may not be distributed and/or with legislation that, according to the Bank’s assessment, 
prohibits or otherwise restricts subscription for Offer Shares (the "Ineligible 
Shareholders") will initially be credited to such Ineligible Shareholders’ VPS accounts. 

Such credit specifically does not constitute an offer to Ineligible Shareholders to subscribe 
for Offer Shares. The Bank will instruct the Managers to, as far as possible, withdraw the 
Subscription Rights from such Ineligible Shareholders’ VPS accounts.  

 Trading in Subscription Rights 

The Subscription Rights are non-tradable and will not be listed during the Subscription 
Period. Subscription Rights which are not exercised before the end of the Subscription 

Period will have no value and will lapse without compensation to the holder. Holders of 
Subscription Rights (whether granted or acquired) should note that subscriptions for Offer 
Shares must be made in accordance with the procedures set out in this Prospectus. 

 Subscription procedures and subscription office 

Eligible Shareholders will receive a letter which includes information on shareholdings as 

of 5 June 2019 and certain other matters relating to the relevant shareholders. The 
Prospectus is available at www.paretobank.no, www.dnb.no/emisjoner and 
www.paretosec.com, and at the offices of the Bank, DNB Markets and Pareto Securities. 
Subscriptions for Offer Shares must be made on a subscription form, attached as Appendix 
C hereto (the "Subscription Form"), or through the VPS online subscription system which 
can be found by following the links on www.dnb.no/emisjoner or www.paretosec.com. The 
VPS online subscription system is only available for Norwegian citizens. In order to use the 

online subscription system, the subscriber must have, or obtain, a VPS account number. 
All online subscribers must verify that they are Norwegian citizens by entering their 
national identity number (Norwegian: "personnummer"). 

Online subscriptions must be submitted, and accurately completed Subscription Forms 
must be received by the Managers by 12:00 hours CET on 12 July 2019. Neither the Bank 
nor the Managers may be held responsible for postal delays, unavailable fax lines, internet 
lines or servers or other logistical or technical problems that may result in subscriptions 
not being received in time or at all by the Managers. Subscription Forms received after the 
end of the Subscription Period and/or incomplete or incorrect Subscription Forms and any 
subscription that may be unlawful may be disregarded at the sole discretion of the Bank 
and/or the Managers without notice to the subscriber.  

Properly completed and signed Subscription Forms may be faxed, mailed or delivered to 
the Managers at the address set out below: 
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DNB Markets, Registrars Department Pareto Securities AS 

Dronning Eufemias gate 30 Dronning Mauds gate 3 

P.O. Box 1600 Sentrum P.O. Box 1411 Vika 

N-0021 Oslo N-0115 Oslo 

Norway Norway 

Phone: + 47 23 26 80 20 Phone: +47 22 87 87 00 

Email: retail@dnb.no E-mail: subscription@paretosec.com 

www.dnb.no/emisjoner www.paretosec.com 

 

Subscriptions are binding and irrevocable, and cannot be withdrawn, cancelled or modified 
by the subscriber after having been received by the Manager. The subscriber is responsible 
for the correctness of the information filled into the Subscription Form. By signing and 
submitting a Subscription Form, the subscribers confirm and warrant that they have read 

this Prospectus and are eligible to subscribe for Offer Shares under the terms set forth 
herein. 

There is no minimum subscription amount for which subscriptions in the Offering must be 
made. Over-subscription (i.e. subscription for more Offer Shares than the number of 
Subscription Rights held by the subscriber entitles the subscriber to be allocated) will be 
permitted. However, there can be no assurance that Offer Shares will be allocated for such 
subscriptions. Subscription without Subscription Rights will not be permitted. See section 
17.12  below for further details on applicable allocation principles. 

Multiple subscriptions (i.e., subscriptions on more than one Subscription Form) are allowed. 
Please note, however, that two separate Subscription Forms submitted by the same 
subscriber with the same number of Offer Shares subscribed for on both Subscription 
Forms will only be counted once unless otherwise explicitly stated in one of the Subscription 

Forms. In the case of multiple subscriptions through the VPS online subscription system or 
subscriptions made both on a Subscription Form and through the VPS online subscription 
system, all subscriptions will be counted. 

 Financial Intermediaries 

All persons or entities holding Shares or Subscription Rights through financial 
intermediaries (i.e., brokers, custodians and nominees) should read this section 17.11. All 

questions concerning the timeliness, validity and form of instructions to a financial 
intermediary in relation to the exercise, sale or purchase of Subscription Rights should be 
determined by the financial intermediary in accordance with its usual customer relations 
procedure or as it otherwise notifies each beneficial shareholder.  

The Bank is not liable for any action or failure to act by a financial intermediary through 
which Shares or Subscription Rights are held. 

 Subscription Rights 

If an Eligible Shareholder holds Shares registered through a financial intermediary on the 
Record Date, the financial intermediary will customarily give the Eligible Shareholder 
details of the aggregate number of Subscription Rights to which it will be entitled. The 
relevant financial intermediary will customarily supply each Eligible Shareholder with this 

information in accordance with its usual customer relations procedures. Eligible 
Shareholders holding Shares through a financial intermediary should contact the financial 
intermediary if they have received no information with respect to the Subsequent Offering.  

Eligible Shareholders who hold their Shares through a financial intermediary which is an 
Ineligible Shareholder will not be entitled to exercise their Subscription Rights. 
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 Subscription Period  

The time by which notification of exercise instructions for subscription of Offer Shares must 
validly be given to a financial intermediary may be earlier than the expiry of the 
Subscription Period. Such deadline will depend on the financial intermediary. Eligible 
Shareholders who hold their Shares through a financial intermediary should contact their 
financial intermediary if they are in any doubt with respect to deadlines. 

 Subscription 

Any Eligible Shareholder who holds its Subscription Rights through a financial intermediary 
and wishes to exercise its Subscription Rights, should instruct its financial intermediary in 

accordance with the instructions received from such financial intermediary. The financial 
intermediary will be responsible for collecting exercise instructions from the Eligible 
Shareholders and for informing the Manager of their exercise instructions.  

A person or entity who has acquired Subscription Rights that are held through a financial 
intermediary should contact the relevant financial intermediary for instructions on how to 
exercise the Subscription Rights. 

Please refer to section 18 "Selling and transfer restrictions" for a description of certain 
restrictions and prohibitions applicable to the exercise of Subscription Rights in certain 
jurisdictions outside Norway. 

 Method of Payment 

Any Eligible Shareholder who holds its Subscription Rights through a financial intermediary 

should pay the Subscription Price for the Offer Shares that are allocated to it in accordance 
with the instructions received from the financial intermediary. The financial intermediary 
must pay the Subscription Price in accordance with the instructions in this Prospectus. 
Payment by the financial intermediary for the Offer Shares must be made to the Manager 
in accordance with section 17.17 "Payment for the Offer Shares" no later than the Payment 
Date (as defined under Section 17.17 "Payment for the Offer Shares" below). Accordingly, 
financial intermediaries may require payment to be provided to them prior to the Payment 
Date. 

 Mechanism of allocation 

Allocation of the Offer Shares will take place after the expiry of the Subscription Period on 
or about 12 July 2019.  

The completion of the Subsequent Offering is subject to (i) the Board of Directors resolving 
to approve the Subsequent Offering and issue the Offer Shares, (ii) the approval of the 
share capital increase by the Norwegian Financial Supervisory Authority and (iii) 
registration of the increased equity of the Company pertaining to the Subsequent Offering 
with the Norwegian Register of Business Enterprises and the VPS. 

The allocation of the Offer Shares will be made according to the following criteria: 

(i) Allocation will be made to subscribers on the basis of granted and acquired 
subscription rights which have been validly exercised during the subscription 
period. Each subscription right will give the right to subscribe for and be allocated 
one (1) new share. 

(ii) If not all subscription rights are validly exercised in the subscription period, 
subscribers having exercised their subscription rights and who have over-
subscribed will have the right to be allocated remaining offer shares on a pro rata 
basis based on the number of subscription rights exercised by the subscriber. In 
the event that pro rata allocation is not possible, the Bank will determine the 
allocation by lot drawing.  
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The Board reserves the right to round off, reject or reduce any subscription for Offer Shares 
not covered by Subscription Rights. The Bank will not allocate fractional Offer Shares. 

Allocation of fewer Offer Shares than subscribed for by a subscriber will not impact the 
subscriber’s obligation to pay for the number of Offer Shares allocated. 

The result of the Subsequent Offering is expected to be published on or about 12 July 2019 
in the form of a stock exchange notification from the Bank through Oslo Børs’ information 
system. Notifications of allocated Offer Shares and the corresponding subscription amount 
to be paid by each subscriber are expected to be distributed in a letter by the Managers 
on or about 15 July 2019. Subscribers having access to investor services through their VPS 

account manager will be able to check the number of Offer Shares allocated to them from 
08:00 hours (CET) on 15 July 2019. Subscribers who do not have access to investor 
services through their VPS account manager may contact the Managers, from 08:00 hours 
(CET) on 15 July 2019 to obtain information about the number of Offer Shares allocated to 
them. 

 VPS account 

In order to participate in the Subsequent Offering, each applicant must have a VPS account. 
The VPS account number must be stated when registering an application through the VPS 
online application system or on the Application Form for the Subsequent Offering. VPS 
accounts can be established with authorised VPS registrars, which can be Norwegian banks, 
authorised investment firms in Norway and Norwegian branches of credit institutions 
established within the EEA. However, non-Norwegian investors may use nominee VPS 
accounts registered in the name of a nominee. The nominee must be authorised by the 
Norwegian Ministry of Finance. Establishment of VPS accounts requires verification of 
identification by the relevant VPS registrar in accordance with Norwegian anti-money 
laundering legislation (see Section 17.16 “Mandatory anti-money laundering procedures”). 

 Product governance 

Solely for the purposes of the product governance requirements contained within: (a) EU 

Directive 2014/65/EU on markets in financial instruments, as amended (MiFID II); (b) 
Articles 9 and 10 of Commission Delegated Directive (EU) 2017/593 supplementing MiFID 
II; and (c) local implementing measures (the MiFID II Product Governance Requirements), 
and disclaiming all and any liability, which any “manufacturer” (for the purposes of the 
MiFID II Product Governance Requirements) may otherwise have with respect thereto, the 
Shares have been subject to a product approval process, which has determined that they 
each are: (i) compatible with an end target market of retail investors and investors who 

meet the criteria of professional clients and eligible counterparties, each as defined in MiFID 
II (the Positive Target Market); and (ii) eligible for distribution through all distribution 
channels as are permitted by MiFID II (the Appropriate Channels for Distribution).  

Notwithstanding the Target Market Assessment, Distributors should note that: the price of 
Shares may decline and investors could lose all or part of their investment; the Shares 
offer no guaranteed income and no capital protection; and an investment in the Shares is 

compatible only with investors who do not need a guaranteed income or capital protection, 
who (either alone or in conjunction with an appropriate financial or other adviser) are 
capable of evaluating the merits and risks of such an investment and who have sufficient 
resources to be able to bear any losses that may result therefrom. The Target Market 
Assessment is without prejudice to the requirements of any contractual, legal or regulatory 
selling restrictions in relation to the Subsequent Offering. Furthermore, it is noted that, 
notwithstanding the Target Market Assessment, the Managers will only procure investors 
who meet the criteria of professional clients and eligible counterparties. 

For the avoidance of doubt, the Target Market Assessment does not constitute: (a) an 
assessment of suitability or appropriateness for the purposes of MiFID II; or (b) a 
recommendation to any investor or group of investors to invest in, or purchase, or take 
any other action whatsoever with respect to the Shares. 



 

151 

Each distributor is responsible for undertaking its own target market assessment in respect 
of the Shares and determining appropriate distribution channels. 

Investors should, however, note that the price of the Shares may decline and investors 
could lose all or part of their investment; the Shares offer no guaranteed income and no 
capital protection; and an investment in the Shares is compatible only with investors who 
do not need a guaranteed income or capital protection, who (either alone or in conjunction 
with an appropriate financial or other adviser) are capable of evaluating the merits and 
risks of such an investment and who have sufficient resources to be able to bear any losses 
that may result therefrom. Conversely, it is the assessment of the manufacturers that an 
investment in the Shares is not compatible with investors looking for full capital protection 

or full repayment of the amount invested or having no risk tolerance, or investors requiring 
a fully guaranteed income or fully predictable return profile (the Negative Target Market, 
and, together with the Positive Target Market, the Target Market Assessment). 

 National Client Identifier and Legal Entity Identifier 

In order to participate in the Subsequent Offering, applicants will need a global 
identification code. Physical persons will need a so called National Client Identifier (“NCI”) 
and legal entities will need a so called Legal Entity Identifier (“LEI”). 

 NCI code for physical persons 

Physical persons will need a NCI code to participate in a financial market transaction, i.e. 
a global identification code for physical persons. For physical persons with only a Norwegian 
citizenship, the NCI code is the 11 digit personal ID (Nw.: Fødselsnummer). If the person 

in question has multiple citizenships or another citizenship than Norwegian, another 
relevant NCI code can be used. Investors are encouraged to contact their bank for further 
information. 

 LEI code for legal entities 

Legal entities will need a LEI code to participate in a financial market transaction. A LEI 
code must be obtained from an authorised LEI issuer, which can take some time. Investors 

should obtain a LEI code in time for the application. For more information visit 
www.gleif.org. 

 Mandatory anti-money laundering procedures 

The Subsequent Offering is subject to applicable anti-money laundering legislation, 
including the Norwegian Money Laundering Act of 1 June 2018 no. 23 and the Norwegian 
Money Laundering Regulations of 14 September 2018 no. 1324 (the AML Legislation).  

Applicants who are not registered as existing customers of any of the Managers must verify 
their identity to the Manager with which the order is placed in accordance with the 
requirements of the Anti-Money Laundering Legislation, unless an exemption is available. 
Applicants who have designated an existing Norwegian bank account and an existing VPS 
account on the Retail Application Form or the Employee Application Form, or when 

registering an application through the VPS online application system, are exempted, unless 
verification of identity is requested by any of the Managers. Applicants who have not 
completed the required verification of identity prior to the expiry of the Application Period 
may not be allocated Offer Shares. 

 Payment for the Offer Shares 

The payment for the Offer Shares allocated to a subscriber falls due on 18 July 2019 (the 
"Payment Date"). Payment must be made in accordance with the requirements set out 
below. 
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 Subscribers who have a Norwegian bank account 

Subscribers who have a Norwegian bank account must, and will by signing the Subscription 
Form, provide the Managers with a one-time irrevocable authorisation to debit a specified 
bank account with a Norwegian bank for the amount payable for the Offer Shares which 
are allocated to the subscriber. 

The specified bank account is expected to be debited on the Payment Date. However, there 
must be sufficient funds in the specified bank account from and including the Payment 
Date. The Managers are only authorised to debit such account once, but reserves the right 
to make up to three debit attempts, and the authorisation will be valid for up to seven 
working days after the Payment Date.  

The subscriber furthermore authorises the Managers to obtain confirmation from the 
subscriber’s bank that the subscriber has the right to dispose over the specified account 
and that there are sufficient funds in the account to cover the payment.  

If there are insufficient funds in a subscriber’s bank account or if it for other reasons is 
impossible to debit such bank account when a debit attempt is made pursuant to the 

authorisation from the subscriber, the subscriber’s obligation to pay for the Offer Shares 
will be deemed overdue. If payment for the allotted Offer Shares is not received when due, 
the Offer Shares will not be delivered to the subscriber, and the Board reserves the right, 
at the risk and cost of the subscriber, to cancel the subscription in respect of the Offer 
Shares for which payment has not been made, or to sell or otherwise dispose of the Offer 
Shares, and hold the subscriber liable for any loss, cost or expense suffered or incurred in 
connection therewith. The original subscriber remains liable for payment of the entire 
amount due, including interest, costs, charges and expenses accrued, and the Manager 
may enforce payment of any such amount outstanding. 

If the subscriber's account is wrongfully charged after direct debiting, the subscriber's right 
to repayment of the charged amount will be governed by the account agreement and the 
Norwegian Financial Contracts Act. 

Payment by direct debiting is a service that banks in Norway provide in cooperation. In the 
relationship between the subscriber and the subscriber’s bank, the standard terms and 
conditions for "Terms and conditions for payment by direct debiting - securities trading", 
which are set out on page 2 of the Subscription Form, will apply, provided, however, that 
subscribers who subscribe for an amount exceeding NOK 5 million by signing the 
Subscription Form provides the Manager with a one-time irrevocable authorisation to 
directly debit the specified bank account for the entire subscription amount. 

 Subscribers who do not have a Norwegian bank account 

Subscribers who do not have a Norwegian bank account must ensure that payment with 
cleared funds for the Offer Shares allocated to them is made on or before the Payment 
Date. 

Prior to any such payment being made, the subscriber must contact the Managers for 
further details and instructions. 

 Overdue payments 

Overdue and late payments will be charged with interest at the applicable rate from time 
to time under the Norwegian Act on Interest on Overdue Payment of 17 December 1976 
No. 100, from 1 July 2019 9.25% per annum. If a subscriber fails to comply with the terms 

of payment, the Offer Shares will, subject to the restrictions in the Public Limited 
Companies Act and at the discretion of the Managers, not be delivered to the subscriber. 
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 VPS registration of the Offer Shares 

The Offer Shares will be registered in book-entry form with VPS under ISIN NO 
NO0010397581. 

The Offer Shares will not be delivered to the subscribers' VPS account before they are fully 
paid, the share capital increase relating to the issuance of the Offer Shares has been 
registered with the Norwegian Register for Business Enterprises and the Offer Shares have 
been registered in the VPS.  

The Shares are registered in the VPS. The registrar for the Bank’s shares in VPS is the VPS 
Registrar. 

 Delivery and listing of the Offer Shares 

All subscribers subscribing for Offer Shares must have a valid VPS account (established or 
maintained by an investment bank or Norwegian bank that is entitled to operate VPS 
accounts) to receive Offer Shares.  

It is expected that the share capital increase relating to the issue of the Offer Shares in 

the Subsequent Offering will be registered in the Norwegian Register of Business 
Enterprises on or about 23 July 2019 and that the Offer Shares will be delivered in the VPS 
to the subscribers on or about 23 July 2019 (subject to payment being received from the 
subscribers). The final deadline for registration of the share capital increase pertaining to 
the Subsequent Offering in the Norwegian Register of Business Enterprises, and hence for 
the subsequent delivery of the Offer Shares, is, pursuant to the Norwegian Public Limited 
Liability Companies Act, three months from the expiry of the Subscription Period. 

Subscribers should be aware that delivery of the Offer Shares will only be made if the 
subscriber pays for the Offer Shares.  

The Offer Shares will be tradable when they are delivered to the subscribers. The Shares 
will not be sought or admitted to trading on any other regulated market than Oslo Børs. 

 The rights conferred by the offer shares 

The Offer Shares will have the same rights as those attached to the existing Shares, 
including rights to dividends, from and including the date of registration of the capital 
increase in the Norwegian Register of Business Enterprises. All Shares will have equal 
voting rights. All Shares carry one vote.  

For a description of rights attached to the Shares in the Bank, see section 13 "Corporate 
Information and Description of Share Capital". 

 Share capital following the Subsequent Offering 

The number of Offer Shares to be issued is 1,081,081, all with a nominal value of NOK 12 
per Share. Thus, the Bank’s share capital following the Subsequent Offering will be up to 
NOK  846,138,948, consisting of up to 70,511,579 Shares, each with a par value of NOK 
12.  

 Publication of information relating to the Subsequent Offering 

In addition to press releases at the Bank’s website, the Bank will use Oslo Børs’ information 
system to publish information in respect of the Subsequent Offering.  

General information on the result of the Subsequent Offering is expected to be published 

on or about 12 July 2019 in the form of a release through Oslo Børs’ information system 
and the Bank’s website, www.paretobank.no. All subscribers being allocated Offer Shares 
will receive a letter from the VPS confirming the number of Offer Shares transferred to the 
subscribers’ VPS account. 
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 Interests of natural and legal persons involved in the Subsequent Offering 

In connection with the Subsequent Offering, Board members and members of the Executive 
Management may receive Subscription Rights (if they are Eligible Shareholders) and may 
exercise their right to take up such Subscription Rights and subscribe for Offer Shares, 
and, in that capacity, may retain, purchase or sell Offer Shares and any other securities of 
the Bank or other investments for their own account and may offer or sell such securities 
(or other investments) other than in connection with the Subsequent Offering. The 
Manager does not intend to disclose the extent of any such investments or transactions 
other than in accordance with any legal or regulatory obligation to do so.  

The Managers and their affiliates have provided from time to time, and may provide in the 

future, investment and commercial banking services to the Bank and its affiliates in the 
ordinary course of business, for which they may have received and may continue to receive 
customary fees and commissions. The Managers, their employees and any affiliate may 
currently own Shares in the Bank. The Managers do not intend to disclose the extent of 
any such investments or transactions otherwise than in accordance with any legal or 
regulatory obligation to do so. 

The Managers will receive a success fee of a fixed percentage of the gross proceeds raised 
in the Subsequent Offering and, as such, have an interest in the Subsequent Offering. 

Beyond the above-mentioned, the Bank is not aware of any interest, including conflicting 
ones, of any natural or legal person in the Subsequent Offering. 

See section 12 "Related Party Transactions" for information about interest of natural and 
legal persons related to the Private Placement. 

 Managers and advisers 

DNB Markets, a part of DNB Bank ASA (address: Dronning Eufemias gate 30, 0191 Oslo, 
Norway) and Pareto Securities AS (address: Dronning Mauds gate 3, 0250 Oslo, Norway) 
are acting as Managers for the Subsequent Offering. Advokatfirmaet Schjødt AS (address: 
Ruseløkkveien 14, 0251 Oslo, Norway) is acting as legal adviser (as to Norwegian law) in 
connection with the Subsequent Offering. 

 Jurisdiction 

This Prospectus is subject to Norwegian law, unless otherwise indicated herein. Any dispute 
arising in respect of this Prospectus is subject to the exclusive jurisdiction of Oslo City 
Court. 

The Bank and its shares are pursuant to the Norwegian Public Limited Liability Companies 
Act. 

 Dilution 

Prior to the Private Placement, the Bank had 58,619,688 Shares in issue. 10,810,810 
Private Placement Shares have been issued in the Private Placement. Consequently, the 
immediate dilutive effect to existing shareholders that did not participate in the Private 
Placement was approximately 15.6%.  

Prior to the Subsequent Offering, the Bank had 69,430,498 Shares. Provided that up to 
1,081,081 new Shares will be issued in the Subsequent Offering, the immediate dilutive 
effect to existing shareholders that do not participate in the Subsequent Offering will be 
up to 1.5%. The total dilutive effect to existing shareholders that did not participate in the 
Private Placement or the Subsequent Offering will be 16.9%. 

The table below shows Bank's number of shares resulting from the issuance of the Private 
Placement Shares and the Offer Shares of the Subsequent Offering. The percentage split 
(rounded) in the table shows the number of shares split by the total number of shares post 
the issuance of Private Placement Shares and the Offer Shares of the Subsequent Offering. 
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The table assumes subscription of the maximum number of Offer Shares in the Subsequent 
Offering, 70,511,579 new Shares. 

Shares prior to the Private Placement 58,619,688 83.13% 

Private Placement Shares 10,810,810 15.33% 

Offer Shares Subsequent Offering 1,081,081 1.53% 

Total 70,511,579 100.0 % 
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18. SELLING AND TRANSFER RESTRICTIONS 

 General 

This Prospectus does not constitute an offer of, or an invitation to purchase any of the 

Bank's securities in any jurisdiction in which such offer or sale would be unlawful. No one 
has taken any action that would permit a public offering of securities to occur outside of 
Norway. Accordingly, neither this Prospectus nor any advertisement or any other offering 
material may be distributed or published in any jurisdiction except under circumstances 
that will result in compliance with any applicable laws and regulations. The Bank and the 
Managers require persons in possession of this Prospectus to inform themselves about and 
to observe any such restrictions.  

The Subscription Rights and the Shares, including the Offer Shares, are subject to 
restrictions on transferability and resale and may not be transferred or resold except as 
permitted under applicable securities laws and regulations. Investors should be aware that 
they may be required to bear the financial risks of this investment for an indefinite period 
of time. Any failure to comply with these restrictions may constitute a violation of the 
securities laws of any such jurisdiction. 

The grant of Subscription Rights and issue of Offer Shares upon exercise of Subscription 
Rights and the offer of unsubscribed Offer Shares to persons resident in, or who are citizens 
of countries other than Norway, may be affected by the laws of the relevant jurisdiction. 
Eligible Shareholders should consult their professional advisers as to whether they require 
any governmental or other consent or need to observe any other formalities to enable 
them to exercise Subscription Rights or subscribe for Offer Shares. 

The Bank does not intend to take any action to permit a public offering of the Offer Shares 
in any jurisdiction other than Norway. Receipt of this Prospectus will not constitute an offer 
in those jurisdictions in which it would be illegal to make an offer and, in those 
circumstances, this Prospectus is for information only and should not be copied or 
redistributed. Except as otherwise disclosed in this Prospectus, if an Eligible Shareholder 

receives a copy of this Prospectus in any territory other than Norway, the Eligible 
Shareholder may not treat this Prospectus as constituting an invitation or offer to it, nor 
should the Eligible Shareholder in any event deal in the Offer Shares, unless, in the relevant 
jurisdiction, such an invitation or offer could lawfully be made to that Eligible Shareholder, 
or the Subscription Rights and Offer Shares could lawfully be dealt in without contravention 
of any unfulfilled registration or other legal requirements. Accordingly, if an Eligible 
Shareholder receives a copy of this Prospectus, the Eligible Shareholder should not 

distribute or send the same, or transfer the Subscription Rights and/or Offer Shares to any 
person or in or into any jurisdiction where to do so would or might contravene local 
securities laws or regulations. If the Eligible Shareholder forwards this Prospectus into any 
such territories (whether under a contractual or legal obligation or otherwise), the Eligible 
Shareholder should direct the recipient’s attention to the contents of this section 18.1.  

Except as otherwise noted in this Prospectus and subject to certain exceptions: (i) the 
Subscription Rights and Offer Shares being granted or offered, respectively, in the 
Subsequent Offering may not be offered, sold, resold, transferred or delivered, directly or 
indirectly, in or into, Member States of the EEA that have not implemented the Prospectus 
Directive, Australia, Canada, Hong Kong, Japan, the United States or any other jurisdiction 
in which it would not be permissible to offer the Subscription Rights and/or the Offer Shares 
(the "Ineligible Jurisdictions"); (ii) this Prospectus may not be sent to any person in 
any Ineligible Jurisdiction; and (iii) the crediting of Subscription Rights to an account of an 

Ineligible Shareholder or other person in an Ineligible Jurisdiction or a citizen of an 
Ineligible Jurisdiction (referred to as "Ineligible Shareholders") does not constitute an 
offer to such persons of the Subscription Rights or the Offer Shares. Ineligible Shareholders 
may not exercise Subscription Rights. 
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If an Eligible Shareholder takes up, delivers or otherwise transfers Subscription Rights, 
exercises Subscription Rights to obtain Offer Shares or trades or otherwise deals in the 
Subscription Rights and Offer Shares, that Eligible Shareholder will be deemed to have 
made or, in some cases, be required to make, the following representations and warranties 
to the Bank and any person acting on the Bank's or its behalf: 

(i) the Eligible Shareholder is not located in an Ineligible Jurisdiction; 

(ii) the Eligible Shareholder is not an Ineligible Shareholders; 

(iii) the Eligible Shareholder is not acting, and has not acted, for the account or 
benefit of an Ineligible Shareholders;  

(iv) the Eligible Shareholder is located outside the United States and any person for 
whose account or benefit it is acting on a non-discretionary basis is located outside 
the United States and, upon acquiring Offer Shares, the Eligible Shareholder and any 
such person will be located outside the United States; 

(v) the Eligible Shareholder understands that the Subscription Rights and Offer 
Shares have not been and will not be registered under the US Securities Act and may 
not be offered, sold, pledged, resold, granted, delivered, allocated, taken up or 
otherwise transferred within the United States except pursuant to an exemption from, 
or in a transaction not subject to, registration under the US Securities Act and in 
compliance with any applicable state securities; and 

(vi) the Eligible Shareholder may lawfully be offered, take up, subscribe for and 

receive Subscription Rights and Offer Shares in the jurisdiction in which it resides or 
is currently located. 

The Bank and any persons acting on behalf of the Bank, including the Manager, will rely 
upon the Eligible Shareholder’s representations and warranties. Any provision of false 
information or subsequent breach of these representations and warranties may subject the 
Eligible Shareholder to liability. 

If a person is acting on behalf of a holder of Subscription Rights (including, without 
limitation, as a nominee, custodian or trustee), that person will be required to provide the 
foregoing representations and warranties to the Bank with respect to the exercise of 
Subscription Rights on behalf of the holder. If such person cannot or is unable to provide 
the foregoing representations and warranties, the Bank will not be bound to authorize the 
allocation of any of the Subscription Rights and Offer Shares to that person or the person 
on whose behalf the other is acting. Subject to the specific restrictions described below, if 
an Eligible Shareholder (including, without limitation, its nominees and trustees) is outside 
Norway and wishes to exercise or otherwise deal in or subscribe for Subscription Rights 
and/or Offer Shares, the Eligible Shareholder must satisfy itself as to full observance of the 
applicable laws of any relevant territory including obtaining any requisite governmental or 
other consents, observing any other requisite formalities and paying any issue, transfer or 
other taxes due in such territories. 

The information set out in this Section 18.1 is intended as a general guide only. 
If the Eligible Shareholder is in any doubt as to whether it is eligible to subscribe 
for the Offer Shares, that Eligible Shareholder should consult its professional 
adviser without delay. 

Subscription Rights will initially be credited to financial intermediaries for the accounts of 

shareholders who hold Shares registered through a financial intermediary on the Record 
Date. Subject to certain exceptions, financial intermediaries, which include brokers, 
custodians and nominees, may not exercise any Subscription Rights on behalf of any 
person in the Ineligible Jurisdictions or any Ineligible Shareholders and may be required in 
connection with any exercise of Subscription Rights to provide certifications to that effect. 
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Financial intermediaries are not permitted to send this Prospectus or any other information 
about the Subsequent Offering in or into any Ineligible Jurisdiction or to any Ineligible 
Shareholders. Exercise instructions or certifications sent from or postmarked in any 
Ineligible Jurisdiction will be deemed to be invalid and Offer Shares will not be delivered to 
an addressee in any Ineligible Jurisdiction. The Bank reserves the right to reject any 
exercise (or revocation of such exercise) in the name of any person who provides an 
address in an Ineligible Jurisdiction for acceptance, revocation of exercise or delivery of 
such Subscription Rights and Offer Shares, who is unable to represent or warrant that such 
person is not in an Ineligible Jurisdiction and is not an Ineligible Shareholders, who is acting 

on a non-discretionary basis for such persons, or who appears to the Bank or its agents to 
have executed its exercise instructions or certifications in, or dispatched them from, an 
Ineligible Jurisdiction. Furthermore, the Bank reserves the right, with sole and absolute 
discretion, to treat as invalid any exercise or purported exercise of Subscription Rights 
which appears to have been executed, effected or dispatched in a manner that may involve 
a breach or violation of the laws or regulations of any jurisdiction. 

Notwithstanding any other provision of this Prospectus, the Bank reserves the right to 
permit a holder to exercise its Subscription Rights if the Bank, at its absolute discretion, is 
satisfied that the transaction in question is exempt from or not subject to the laws or 
regulations giving rise to the restrictions in question. Applicable exemptions in certain 
jurisdictions are described further below. In any such case, the Bank does not accept any 
liability for any actions that a holder takes or for any consequences that it may suffer as a 
result of the Bank accepting the holder’s exercise of Subscription Rights. 

No action has been or will be taken by the Manager to permit the possession of this 
Prospectus (or any other offering or publicity materials or application or subscription 
form(s) relating to the Subsequent Offering) in any jurisdiction where such distribution 
may lead to a breach of any law or regulatory requirement. 

Neither the Bank nor the Manager, nor any of their respective representatives, is making 

any representation to any offeree, subscriber or recipient of Subscription Rights and/or 
Offer Shares regarding the legality of an investment in the Subscription Rights and/or the 
Offer Shares by such offeree, subscriber or purchaser under the laws applicable to such 
offeree, subscriber or recipient. Each Eligible Shareholder should consult its own advisers 
before subscribing for Offer Shares or purchasing Subscription Rights and/or Offer Shares. 
Eligible Shareholders are required to make their independent assessment of the legal, tax, 
business, financial and other consequences of a subscription for Offer Shares. 

A further description of certain restrictions in relation to the Offer Shares in certain 
jurisdictions is set out below. 

 United States 

The Subscription Rights and the Offer Shares have not been and will not be registered 
under the US Securities Act or with any securities regulatory authority of any state or other 

jurisdiction of the United States and may not be offered, sold, taken up, exercised, resold, 
transferred or delivered, directly or indirectly, within the United States. There will be no 
public offer of the Offer Shares in the United States. A notification of exercise of 
Subscription Rights and subscription of Offer Shares in contravention of the above may be 
deemed to be invalid. 

The Offer Shares are being offered and sold outside the United States in reliance on 
Regulation S under the US Securities Act. Any offering of the Offer Shares by the Bank to 
be made in the United States will be made only to a limited number of “qualified 
institutional buyers” (as defined in Rule 144A under the U.S. Securities Act) pursuant to 
an exemption from registration under the U.S. Securities Act who have executed and 
returned an U.S. investor letter to the Bank prior to exercising their Subscription Rights. 
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Prospective recipients are hereby notified that sellers of the Offer Shares may be relying 
on an exemption from the provisions of Section 5 of the U.S. Securities Act provided by 
Rule 144A. 

Accordingly, this document will not be sent to any shareholder with a registered address 
in the United States. In addition, the Bank and the Managers reserve the right to reject 
any instruction sent by or on behalf of any account holder with a registered address in the 
United States in respect of the Subscription Rights and/or the Offer Shares. 

Until 40 days after the commencement of the Subsequent Offering, any offer or sale of the 
Offer Shares within the United States by any dealer (whether or not participating in the 
Subsequent Offering) may violate the registration requirements of the US Securities Act. 

The Offer Shares have not been approved or disapproved by the United States Securities 
and Exchange Commission, any state securities commission in the United States or any 
other United States regulatory authority nor have any of the foregoing authorities passed 
upon or endorsed the merits of the offering of the Offer Shares or the accuracy or adequacy 
of this document. Any representation to the contrary is a criminal offense in the United 
States. 

Each person to which Offer Shares are distributed, offered or sold in the United States, by 
accepting delivery of this Prospectus or by its subscription for Offer Shares, will be deemed 
to have represented and agreed, on its behalf and on behalf of any investor accounts for 
which it is subscribing for Offer Shares, as the case may be, that: 

(i) it is a “qualified institutional buyer” as defined in Rule 144A under the U.S. 

Securities Act, and that it has executed and returned an Eligible Shareholder 
letter to the Bank prior to exercising their Subscription Rights; and 

(ii) the Offer Shares have not been offered to it by the Bank by means of any form 
of “general solicitation” or “general advertising” (within the meaning of 
Regulation D under the U.S. Securities Act). 

Each person to whom Offer Shares are distributed, offered or sold outside the United States 
will be deemed, by its subscription for Offer Shares or purchase of Offer Shares, to have 
represented and agreed, on its behalf and on behalf of any investor accounts for which it 
is subscribing for Offer Shares or Offer Shares, as the case may be, that: 

(i) it is acquiring the Offer Shares from the Bank or the Managers in an "offshore 
transaction" as defined in Regulation S under the US Securities Act; and 

(ii) the Offer Shares have not been offered to it by the Bank or the Underwriters by 
means of any "directed selling efforts" as defined in Regulation S under the US 
Securities Act. 

 EEA selling restrictions 

In relation to each Member State of the EEA other than Norway, which has implemented 

the Prospectus Directive (each a “Relevant Member State”), with effect from and including 
the relevant implementation date, an offer to the public of any Offer Shares which are the 
subject of the Subsequent Offering contemplated by this Prospectus may not be made in 
that Relevant Member State, other than the Subsequent Offering in Norway as described 
in this Prospectus, once the Prospectus has been prepared and published in accordance 
with the Prospectus Directive as implemented in Norway, except that an offer to the public 

in that Relevant Member State of any Offer Shares may be made at any time with effect 
from and including the relevant implementation date under the following exemptions under 
the Prospectus Directive, if they have been implemented in that Relevant Member State: 
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(i) to legal entities which are qualified investors as defined in the Prospectus 
Directive; 

(ii) to fewer than 150, natural or legal persons (other than qualified investors as 
defined in the Prospectus Directive), as permitted under the Prospectus 
Directive, subject to obtaining the prior consent of the Managers for any such 
offer; or 

(iii) in any other circumstances falling within Article 3(2) of the Prospectus Directive; 

provided that no such offer of Offer Shares shall require the Bank or any Managers to 
publish a Prospectus pursuant to Article 3 of the Prospectus Directive or supplement a 
prospectus pursuant to Article 16 of the Prospectus Directive. 

For the purposes of this provision, the expression an “offer to the public” in relation to any 
Offer Shares in any Relevant Member State means the communication in any form and by 
any means of sufficient information on the terms of the offer and any Offer Shares to be 
offered so as to enable an investor to decide to subscribe for any Offer Shares, as the same 
may be varied in that Relevant Member State by any measure implementing the Prospectus 
Directive in that Member State and the expression “Prospectus Directive” means Directive 
2003/71/EC (and amendments thereto to the extent implemented in the Relevant Member 
State), and includes any relevant implementing measure in each Relevant Member State. 

The EEA selling restriction is in addition to any other selling restrictions set out in this 
Prospectus. 

 Notice to Australian Investors 

This Prospectus is not a disclosure document under Chapter 6D of the Corporations Act 
2001 (Cth) (the “Australian Corporations Act”), has not been lodged with the Australian 
Securities and Investments Commission and does not purport to include the information 
required of a disclosure document under Chapter 6D of the Australian Corporations Act. 

Accordingly: 

a) the offer of the Offer Shares in Australia may only be made to persons who are 
"sophisticated Eligible Shareholders" (within the meaning of section 708(8) of the 
Australian Corporations Act) or to "professional Eligible Shareholders" (within the 
meaning of section 708(11) of the Australian Corporations Act) or otherwise 
pursuant to one or more exemptions contained in section 708(8) of the Australian 
Corporations Act, so that it is lawful to offer, or invite applications for, the 
Subscription Rights and Offer Shares without disclosure to persons under Chapter 
6D of the Australian Corporations Act; and 

b) this Prospectus may only be made available in Australia to persons as set forth in 
clause (a) above. 

If you acquire Offer Shares, then you (i) represent and warrant that you are a person to 

whom an offer of securities can be made without a disclosure document in accordance with 
subsections 708(8) or (11) of the Australian Corporations Act and (ii) agree not to sell or 
offer for sale any Offer Shares in Australia within 12 months after their issue to the offeree 
or invitee under this Prospectus, except in circumstances where disclosure under Chapter 
6D would not be required under the Australian Corporations Act. 

No person receiving a copy of this Prospectus and/or receiving a credit of Subscription 
Rights to an account in VPS with a bank or financial institution in Australia may treat the 
same as constituting an invitation or offer to such person.  
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 Notice to Canadian Investors 

The Offer Shares have not been and will not be qualified by a prospectus for sale to the 
public in Canada under applicable Canadian securities laws, and accordingly, any offer or 
sale of Offer Shares in Canada must be made pursuant to an exemption from the applicable 
prospectus and registration requirements, and otherwise in compliance with applicable 
Canadian laws. 

 Notice to Hong Kong Investors 

The contents of this Prospectus have not been reviewed by any regulatory authority in 
Hong Kong. You are advised to exercise caution in relation to the Subsequent Offering. If 

you are in any doubt regarding any of the contents of this Prospectus, you should obtain 
independent professional advice. This Prospectus does not constitute an offer or sale in 
Hong Kong of the Offer Shares and no person may offer or sell in Hong Kong, by means of 
this Prospectus other than to (a) professional Eligible Shareholders within the meaning of 
Part I of Schedule 1 to the Securities and Futures Ordinance of Hong Kong (Cap. 571) 
(“SFO”) and any rules made under the SFO (“professional Eligible Shareholders”) or (b) in 
other circumstances which do not result in the document being a “prospectus” as defined 

in the Companies Ordinance of Hong Kong (Cap. 32) (“CO”) or which do not constitute an 
offer or invitation to the public for the purposes of the CO or the SFO. No person shall issue 
or possess for the purposes of issue, whether in Hong Kong or elsewhere, any 
advertisement, invitation or document relating to Offer Shares which is directed at, or the 
contents of which are likely to be accessed or read by, the public in Hong Kong (except if 
permitted to do so under the securities laws of Hong Kong) other than with respect to those 

Offer Shares which are or are intended to be disposed of only to persons outside Hong 
Kong or only to such professional Investors. 

Existing shareholders agree not to offer or sell in Hong Kong any Offer Shares other than 
(a) to professional Eligible Shareholders; or (b) in other circumstances which do not result 
in the document offering for sale the Offer Shares being a “prospectus” as defined in the 
CO or which do not constitute an offer to the public within the meaning of the CO or the 
SFO. Existing shareholders also agree not to issue or have in their possession for the 
purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or 
document relating to the Offer Shares, which is directed at, or the contents of which are 
likely to be accessed or read by, the public in Hong Kong (except if permitted to do so 
under the securities laws of Hong Kong) other than with respect to the Offer Shares which 
are or are intended to be disposed of only to persons outside Hong Kong or only to 
professional Eligible Shareholders. 

 Notice to Japanese Investors 

The Subsequent Offering hereby has not been and will not be registered under the Financial 
Instruments and Exchange Law of Japan (the “Financial Instruments and Exchange Law”). 
Accordingly, each Underwriter has represented, warranted and agreed that the Offer 
Shares to which it each subscribes will be subscribed by it as principal and that, in 
connection with the offering made hereby, it will not, directly or indirectly, offer or sell any 

Offer Shares in Japan or to, or for the benefit of, any resident of Japan (which term as 
used herein means any person resident in Japan, including any corporation or other entity 
organized under the laws of Japan) or to others for re-offering or resale, directly or 
indirectly, in Japan or to, or for the benefit of, any resident of Japan, except pursuant to 
an exemption from the registration requirements of, and otherwise in compliance with, the 
Financial Instruments and Exchange Law and other relevant laws and regulations of Japan. 
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 Notice to Swiss Investors 

This Prospectus is not being publicly distributed in Switzerland. Each copy of this document 
is addressed to a specifically named recipient and may not be passed on to third parties. 
The Offer Shares are not being offered to the public in or from Switzerland, and neither 
this document, nor any other offering material in relation to the Offer Shares may be 
distributed in connection with any such public offering. 
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19. ADDITIONAL INFORMATION 

 Incorporation by reference  

The following table sets forth an overview of documents incorporated by reference in this 

Prospectus. No information other that the information referred to in the table below is 
incorporated by reference. Where parts of a document is referenced, and not the document 
as a whole, the remainder of such document is either deemed irrelevant to an investor in 
the context of the requirements if this Prospectus, or the corresponding information is 
covered elsewhere in this Prospectus. 

Section 
in 
Prospec
tus 

Disclosure 
Requirement of 
the Prospectus 

Reference document and link Page in 
reference 
document 

Section 
10 

Audited historical 
financial 
information 

(Annex I, section 
20.1) 

Annual Report 2016: 
https://paretobank.no/resources/files/investor/co
py_of_rapporter/2016/Annual-Report-2016.pdf 

Annual Report 2017:  
https://paretobank.no/resources/files/investor/co
py_of_rapporter/2017/Annual-report-2017.pdf 

Annual Report 2018:  
https://paretobank.no/resources/files/investor/co

py_of_rapporter/2018/Pareto-Bank-Annual-
Report-2018.pdf 

Pages  
12 - 58 
 

Pages 
12 - 69 
 

Pages 
11 - 67 

 

Section 
10 

Interim Financial 
Statements  
(Annex I, section 
20.6.1) 

Q1 2018 Interim Financial Statement: 
https://paretobank.no/resources/files/investor/co
py_of_rapporter/2018/Pareto-Bank-ASA-
Delarsrapport-Q1-18.pdf 

Q1 2019 Interim Financial Statement: 
https://paretobank.no/resources/files/investor/co
py_of_rapporter/2019/Pareto-Bank-ASA-
Delarsrapport-Q1-19.pdf  

Pages  
6 - 27 
 
 

Pages  
6 – 26 
 

Section 
10 

Audit report 
(Annex I, section 
20.1) 

Auditor's report 2016:  
https://paretobank.no/resources/files/investor/co
py_of_rapporter/2016/Annual-Report-2016.pdf 

Auditor's report 2017:  
https://paretobank.no/resources/files/investor/co
py_of_rapporter/2017/Annual-report-2017.pdf 

Auditor's report 2018: 
https://paretobank.no/resources/files/investor/co
py_of_rapporter/2018/Pareto-Bank-Annual-
Report-2018.pdf   

Pages  
58 - 60  
 

Pages  
70 – 75 
 

Pages  
67 - 72 

Section 
9.2, 
10.9.2 

Accounting 
principles  

(Annex I, section 
20.1) 

Accounting principles: 
https://paretobank.no/resources/files/investor/co

py_of_rapporter/2018/Pareto-Bank-Annual-
Report-2018.pdf 

Pages 
16 – 22  
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https://paretobank.no/resources/files/investor/copy_of_rapporter/2018/Pareto-Bank-Annual-Report-2018.pdf
https://paretobank.no/resources/files/investor/copy_of_rapporter/2018/Pareto-Bank-Annual-Report-2018.pdf
https://paretobank.no/resources/files/investor/copy_of_rapporter/2018/Pareto-Bank-Annual-Report-2018.pdf
https://paretobank.no/resources/files/investor/copy_of_rapporter/2018/Pareto-Bank-Annual-Report-2018.pdf
https://paretobank.no/resources/files/investor/copy_of_rapporter/2018/Pareto-Bank-Annual-Report-2018.pdf
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 Documents on display 

Copies of the following documents will be available for inspection at the Bank's offices at 
Dronning Mauds gate 3 in Oslo, Norway, during normal business hours from Monday to 
Friday each week (except public holidays) for a period of twelve months from the date of 
this Prospectus. 

 The Bank's Articles of Association and Certificate of Incorporation. 

 The Bank's audited annual financial statements for the years ended 31 December 

2018, 2017 and 2016. 

 The Bank's interim financial statements for the three month period ended 31 March 

2019. 

 The notice and the minutes from the extraordinary general meeting of the Bank held 

on 27 June 2019.  

 All reports, letters, and other documents, historical financial information, valuations 

and statements prepared by any expert at the issuer's request any part of which is 

included or referred to in the registration document. 

 This Prospectus. 
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20. DEFINITIONS AND GLOSSARY 

The following definitions and glossary apply in this Prospectus unless otherwise dictated by 
the context, including the foregoing pages of this Prospectus. 

2010 PD Amending 
Directive 

Directive 2010/73/EU amending the Prospectus Directive. 

AHTS Anchor Handling Tug Supply Vessel. 

AML 
Act of 1 June 2018 no. 23 concerning Measures to Combat 
Money Laundering and the Financing of Terrorism. 

AML Legislation The AML and AML Regulation. 

AML Regulation 
Regulation of 14 September 2018 no. 1324 concerning 
Measures to Combat Money Laundering and the Financing 
of Terrorism. 

APM Alternative performance measures. 

Appropriate Channels 
for Distribution 

Eligible for distribution through all distribution channels as 
are permitted by MiFID II. 

Articles of Association 
The articles of association of the Bank dated 24 November 
2016.  

Annual Financial 
Statements 

The Bank's audited financial statements as of, and for the 
years ended, 31 December 2018, 2017 and 2016. 

Bank/Pareto Bank Pareto Bank ASA. 

Board Members The members of the Board of Directors. 

Board or Board of 
Directors  

The board of directors of the Bank.  

BRRD 

Directive 2014/59/EU of the European Parliament and of the 
Council of 15 May 2014 establishing a framework for the 
recovery and resolution of credit enterprises and investment 
firms. 

CAGR Compound annual growth rate. 

Capital Requirement 
Regulation 

Regulations on capital requirements of 14 December 2006 
No. 1506 (Norwegian: kapitalkravsforskriften). 

CCB Countercyclical buffer. 

CEO The Bank's chief executive officer. 

CET Central European Time. 

CET1 Core Equity Capital. 

CFO The Bank's chief financial officer. 

COFTA The Norwegian Central Office for Foreign Tax Affairs. 
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Cost/Income Ratio An APM which measures   operating efficiency.  

CPI Consumer price index. 

CPI-ATE 
Consumer price index adjusted for tax changes and excluding 
energy products. 

CRD IV Directive 2013/36 and Regulation 575/2013. 

Corporate Governance 
Code 

The Norwegian Code of Practice for Corporate Governance 
dated 17 October 2018. 

DGSD Deposit Guarantee Scheme Directive 2014/49/EU  

EC Regulation 
809/2004 

Commission regulation (EC) No 809/2004 of 29 April 2004 
implementing Directive 2003/71/EC. 

E&P Exploration and Production. 

EBA The European Banking Authority. 

EBA-regulation 
Regulation (EU) No 1093/2010 of the European Parliament 
and of the Council of 24 November 2010 establishing a 
European Supervisory Authority. 

EEA The European Economic Area. 

EU The European Union. 

Excess Allowance 
Any part of the calculated allowance one year exceeding 
dividend distributed on the same share. 

Eligible Shareholders 

Shareholders (i) who were not provided with inside 
information in the pre-sounding, (ii) who were not provided 
with Private Placement Shares in the Private Placement, and 
(iii) who are not resident in a jurisdiction where such offering 
would be unlawful or (for jurisdictions other than Norway) 
would require any prospectus, filing, registration or similar 
action. 

Eligible Shares 
Registered holding of Shares in VPS on the end of the Record 
Date by an Eligible Shareholder. 

FCA 
The Act on Financial Contracts and Financial Assignments of 
25 June 1999 No. 46 

FEA 
Act on Financial Enterprises and Financial Groups of 10 April 

2015 No. 17. 

Financial Statements 
The Annual Financial Statements and the Interim Financial 
Statements. 

Financial Supervision 
Act 

The Act on Financial Supervision of 7 December 1956 No. 1 

FIU The Financial Intelligence Unit. 

Foreign Currency 
Forward 

Financial instrument used to buy or sell foreign currency at a 
future date. 
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Foreign Currency Swap 
Financial instrument used to buy/sell foreign currency at one 
date and sell/buy foreign currency at a later date. 

Foreign EEA Corporate 

Shareholders  

Non-resident Shareholders that are corporations tax-resident 

within the EEA for tax purposes. 

Foreign EEA Personal 
Shareholders 

Non-resident Shareholders who are individuals tax-resident 
within the EEA. 

Forward-looking 
statements 

All statements other than statements as to historic 
facts or present facts and circumstances, typically indicated 
by words such as "believe," "may," "will," "estimate," 

"continue," "anticipate," "intend," "expect," and similar 
expressions. 

Forward Rate 
Agreement 

Financial instrument used to increase or reduce short-term 
interest rate risk. 

FTE's Full time equivalents. 

Gatekeepers 
Legal entities and persons acting in capacity of their 
professions encompassed by the AML. 

GDP Gross Domestic Product. 

GDPR EU General Data Protection Regulation 2016/679. 

General Meeting The Bank's general meeting of shareholders. 

GMRA Global master repurchase agreements. 

IAS 32 
International Accounting Standard 34  
"Financial Instruments: Presentation." 

IAS 34 
International Accounting Standard 34  
"Interim Financial Reporting." 

IAS 39 
International Accounting Standard 34  
"Financial Instruments: Recognition and Measurement." 

ICAAP Internal Capital Adequacy Assessment Process. 

ILAAP Internal Liquidity Adequacy Assessment Process. 

ICT Information and communication technology. 

IFRS 
International Financial Reporting Standards as adopted by 
the EU. 

IMF The International Monetary Fund. 

Ineligible Shareholders 

Eligible Shareholders resident in jurisdictions where this 
Prospectus may not be distributed and/or with legislation 
that, according to the Bank’s assessment, prohibits or 
otherwise restricts subscription for New Shares. 

Interim Financial 
Statements 

The Bank's unaudited interim consolidated financial 
statements as of, and for the three-month period ended, 31 
March 2019. 
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Interest Rate Swap 
Financial instrument used to hedge interest rate risk, usual 
converting a fixed rate cash flow to a floating rate cash flow 
or vice-versa. 

IRB 
Internal Ratings-Based method pursuant to the Capital 
Requirement Regulation. 

ISIN 
Securities number in the Norwegian Central Securities 
Depository (VPS).  

K2 
Credit indicator published by SSB indication the level of 
domestic credit in NOK and foreign currency. 

LCR Liquidity Coverage Ratio. 

Lending Growth 
The percentage difference in the Bank's loans to and 
receivables from customers excluding individual and group 
impairments between time periods. 

LEI Legal Entity Identifier. 

Leverage Ratio Non-risk capital requirement. 

LG Liquidity Gap. 

LI1 
Liquidity Indicator 1: The Norwegian FSA's Liquidity Indicator 
for measuring funding with maturity greater than one year. 

LI2 
Liquidity Indicator 2: The Norwegian FSA's Liquidity Indicator 
for measuring funding with maturity greater than one month. 

Loan Loss Ratio 
An APM measuring the quality of the Bank's lending 
operations. 

LR Leverage Ratio. 

LTV Loan-to-value. 

Managers DNB Markets and Pareto Securities AS.  

MAR 
Regulation (EU) No 596/2014 of European Parliament and of 
the Council of 16 April 2014 on market abuse. 

MiFID 
Directive 2004/39/EC on the markets in financial 
instruments. 

MiFID II Directive 2014/65/EU on markets in financial instruments. 

MiFID II Product 
Governance 
Requirements 

Articles 9 and 10 of Commission Delegated Directive (EU) 
2017/593 supplementing MiFID II and together with local 
implementing measures. 

MiFIR 
Regulation (EU) No 600/2014 of 15 May 2014 of the 
European Parliament and of the Council on markets in 
financial instruments. 

Negative Target Market 

An investment in the Shares is not compatible with investors 
looking for full capital protection or full repayment of the 
amount invested or having no risk tolerance, or investors 
requiring a fully guaranteed income or fully predictable 
return profile. 
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NCI National Client Identifier. 

NCS Norwegian Continental Shelf. 

Net Interest Margin 
An APM which measures the profitability of the Bank's lending 
operations. 

NFA Norwegian Finance Association. 

NIBOR Norwegian Interbank Offered Rate. 

NICS 
Norwegian Interbank Clearing System operated by NICS 
Operatørkontor enterprise number: 983 043 437. 

NOK Norwegian Kroner, the lawful currency of Norway. 

Non-resident 
shareholders 

Shareholders who are not resident in Norway for tax 
purposes. 

Norges Bank  The Central Bank of Norway. 

Norwegian FSA 
The Financial Supervisory Authority of Norway (Norwegian: 
"Finanstilsynet"). 

Norwegian corporate 
shareholders 

Shareholders who are limited liability companies and certain 
similar corporate entities resident in Norway for tax 
purposes. 

Norwegian personal 
shareholders 

Personal shareholders resident in Norway for tax purposes. 

Norwegian Securities 
Trading Act 

The Norwegian Securities Trading Act of 29 June 2007 no. 75 
(Norwegian: "Verdipapirhandelloven"). 

NSFR Net Stable Funding Ratio. 

Offer Shares 
The 1,081,081 new Shares to be issued in the Subsequent 
Offering. 

Oslo Børs 
Oslo Børs ASA or, as the context may require, Oslo Børs, a 
Norwegian regulated stock exchange operated by Oslo Børs 
ASA. 

OSV Offshore Vessel. 

Pareto Group Pareto AS and its affiliated companies. 

Payment Date 18 July 2019. 

PCTC Pure Car and Truck Carrier. 

Pillar 2 
Requirement under CRD IV concerning the financial 
enterprise's internal assessment of its capital needs. 

Positive Target Market 

An end target market of retail investors and investors who 

meet the criteria of professional clients and eligible 
counterparties, each as defined in MiFID II. 
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Private Placement 

The private placement on 5 June 2019 of 10,810,810 new 
shares in the Bank directed towards certain Norwegian and 
international institutional investors for gross proceeds of 
approximately NOK 400 million.  

Private Placement 
Shares 

10,810,810 new shares in the Bank with a nominal value of 
NOK 12 each issued at a subscription price of NOK 37 per 
share in connection with the Private Placement. 

Prospectus This prospectus. 

Prospectus Directive 

Directive 2003/71/EC (and amendments thereto, including 
the 2010 PD Amending Directive, to the extent 
implemented in the Relevant Member State) and includes 
any relevant implementing measure in each Relevant 
Member State. 

PSD2 
Directive 2015/2366/EU on payment services in the internal 
market. 

PSV Production Supply Vessel. 

Record Date 7 June 2019. 

Relevant Member State 
Each Member State of the EEA which has implemented the 
Prospectus Directive. 

Return on Equity The ratio of net profits after tax and loss to equity. 

Securities Act U.S. Securities Act of 1933, as amended. 

Share(s) 
Shares in the share capital of the Bank, each with a nominal 
value of NOK 12 or any one of them. 

Siviløkonom degree 

A four year programme in economics and business 
administration consisting of three years at 
bachelor/undergraduate level and one year at 
master/graduate level. 

SME Small and medium sized enterprises. 

Southeast Norway 
The counties of Oslo, Østfold, Akerhus, Hedmark, Oppland, 
Buskerud and Vestfold. 

SREP 
The Norwegian FSA's supervisory review process of the Pillar 
2 requirements. 

SSB Statistics Norway. 

Standard Method 
The standard method pursuant to the Capital Requirement 
Regulation. 

Subscription Form Subscription form for the Subsequent Offering. 

Subscription Period 
The subscription period commences on 28 June 2019 and 

expires on 12 July 2019 at 12:00 hours (CET). 

Subscription Rights 
Subscription rights granted to Eligible Shareholders which 
provide preferential rights to subscribe for and be allocated 
Offer Shares in the Subsequent Offering. 
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Subsequent Offering 
The offering of 1,081,081 new ordinary Shares directed 
towards Eligible Shareholders. 

Target Market 

Assessment 

The Negative Target Market together with the Positive Target 

Market. 

T/C Rates Daily rates for a time charter. 

Time Charter 

The hiring of a vessel for a specific period of time; the owner 
still manages the vessel but the charterer selects the ports 
and destination. The charterer pays for all fuel the vessel 
consumes, port charges, commissions, and a daily hire to the 
owner of the vessel. 

UK United Kingdom. 

USD 
United States Dollar, the lawful currency of the United States 
of America. 

VLGC Very Large Gas Carrier. 

VPS 
The Norwegian Central Securities Depository (Norwegian: 
"Verdipapirsentralen"). 

VPS Registrar 
 DNB Bank ASA, DNB Markets Registrars department, 
Dronning Eufemias gate 30, 0021 Oslo. 

Q1, Q2, Q3, Q4 
The three months period ending 31 March, 30 June, 30 
September and 31 December, respectively. 

ØKOKRIM 
Norwegian National Authority for Investigation and 
Prosecution of Economic and Environmental Crime 
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APPENDIX A – ARTICLES OF ASSOCIATION 
 

VEDTEKTER FOR PARETO BANK ASA 

 

Kap. 1  Firma.  Forretningskontor.  Formål. 

§ 1-1 

Pareto Bank ASA er en bank og et allmennaksjeselskap. Banken har sitt forretningskontor 
i Oslo.  

Banken kan utføre alle forretninger og tjenester som det er vanlig eller naturlig at banker 
utfører innenfor rammen av den lovgivning som til enhver tid gjelder, samt tilby 
investeringstjenester og tilknyttede tjenester, og annen virksomhet som har naturlig 
sammenheng med dette. 

Kap. 2  Aksjekapital. Aksjer. 

§ 2-1 

Bankens aksjekapital er kr 703.436.256 fordelt på 58.619.688 aksjer à kr 12,- fullt 
innbetalt.   

§ 2-2 

Aksjene i banken skal være registrert i Verdipapirsentralen og er fritt omsettelige. Alle 
aksjeerverv skal straks meldes til Verdipapirsentralen. 

Erververen av en aksje kan bare utøve de rettigheter som tilkommer en aksjeeier når 
ervervet er innført i Verdipapirsentralen, eller når ervervet er meldt og godtgjort uten at 
det hindres på grunn av bestemmelsene i allmennaksjeloven kap. 4. Dette gjelder likevel 
ikke retten til utbytte og andre utdelinger og retten til nye aksjer ved kapitalforhøyelse. 

Kap. 3 Valgkomité. 

§ 3-1 

Til å forberede de valg som skal foretas av generalforsamlingen, skal det velges en 
valgkomité. Valgkomiteen skal bestå av tre medlemmer, hvorav to aksjonærvalgte og ett 

ansattemedlem og to varamedlemmer for henholdsvis de aksjonærvalgte og 
ansattemedlemmet. Valgkomiteens medlemmer og varamedlemmer velges av 
generalforsamlingen for ett år av gangen. Generalforsamlingen velger valgkomiteens 
leder. Et flertall av medlemmene skal være uavhengig av styret samt bankens ledelse. 

Valgkomiteen skal fremme forslag til generalforsamlingen vedrørende:  

1.  valg av medlemmer og varamedlemmer til styret 
2.  godtgjørelse til medlemmene og varamedlemmene til styret 
3.  valg av leder, medlemmer og varamedlemmer til valgkomiteen  
4.  godtgjørelse til medlemmene av valgkomiteen. 

 

Kap. 4  Styret. 

§ 4-1 

Styret består av fem til syv medlemmer som velges av generalforsamlingen. 
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Administrerende direktør og minst halvparten av styrets medlemmer skal være bosatt her 
i riket, med mindre Kongen gjør unntak i det enkelte tilfelle. Bostedskravet gjelder ikke 
statsborgere i stater som er part i EØS-avtalen, når de er bosatt i en slik stat. 

Ett av styrets medlemmer skal være ansatt i banken. For dette medlem skal det velges et 
personlig varamedlem med møte og talerett i styret, og ett varamedlem for 
varamedlemmet. 

For de øvrige styremedlemmene velges inntil tre varamedlemmer. 

Styrets leder og nestleder velges særskilt. 

Styremedlemmene tjenestegjør i to år. Hvert år er de styremedlemmene som har gjort 
tjeneste lengst, på valg, tilnærmet halvdelen. Varamedlemmene velges for to år. 

Dersom et styremedlem trer ut før valgperioden er ute, velges ved første anledning nytt 
medlem for resten av perioden. 

§ 4-2 

Styret sammenkalles av styrelederen og har møte minst én gang i måneden og ellers så 
ofte bankens virksomhet tilsier det eller når et medlem krever det. 

Styret er vedtaksført når mer enn halvdelen av samtlige styremedlemmer er til stede eller 
deltar i behandlingen av en sak. Styret kan dog ikke treffe beslutning med mindre alle 
medlemmer av styret så vidt mulig er gitt anledning til å delta i sakens behandling. Har et 
styremedlem forfall, skal varamedlemmet gis anledning til å møte eller delta i behandlingen 
av en sak. 

Som styrets beslutning gjelder det som flertallet blant de møtende styremedlemmer eller 
de som deltar i behandlingen, har stemt for, eller ved stemmelikhet det som møtelederen 
har stemt for. De som stemmer for en beslutning, må dog alltid utgjøre minst halvdelen 
av samtlige styremedlemmer.  

Fraværende styremedlemmer skal gjøre seg kjent med beslutninger som er truffet i deres 
fravær. 

§ 4-3 

Styret forestår forvaltningen av bankens anliggender, og treffer herunder avgjørelse i de 
enkelte kredittsaker. Det skal sørge for en tilfredsstillende organisering av bankens 
virksomhet, herunder påse at bokføring og formuesforvaltning er gjenstand for 
betryggende kontroll, samt fungere som bankens revisjonsutvalg.  

§ 4-4 

Styret ansetter og sier opp/avskjediger bankens medarbeidere, og fastsetter deres 
betingelser. Styret kan delegere myndigheten til administrerende direktør når det gjelder 
andre medarbeidere enn administrerende direktør. 

§ 4-5 

Bankens firma tegnes av styrets leder eller administrerende direktør alene, eller av to 
valgte styremedlemmer i fellesskap. Styret kan gi nærmere angitte ansatte rett til å tegne 
bankens firma. Styret kan dessuten meddele prokura og spesialfullmakter. 

§ 4-6 

Administrerende direktør har den daglige ledelse av bankens virksomhet i samsvar med 
generelle instrukser fastsatt av styret og godkjent av generalforsamlingen.  
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Kap. 5  Generalforsamlingen. 

§ 5-1 

Gjennom generalforsamlingen utøver aksjeeierne den øverste myndighet i banken, med 

mindre myndighet er lagt eksklusivt til et av bankens øvrige organer ved særskilt 
lovbestemmelse. På generalforsamlingen har hver aksje en stemme. Aksjer som banken 
selv eller et datterselskap eier har ikke stemmerett. Alle beslutninger treffes med 
alminnelig flertall, med mindre annet følger av lov eller vedtekter. 

Ordinær generalforsamling skal holdes hvert år ved bankens hovedkontor innen utgangen 
av april måned. 

Generalforsamlingen innkalles av styret. 

Banken vil gjøre dokumenter med tilhørende vedlegg, som skal behandles på 
generalforsamlingen, tilgjengelig på bankens internettsider i forkant av 
generalforsamlingen.  En aksjeeier kan likevel kreve å få tilsendt dokumenter som gjelder 
saker som skal behandles på generalforsamlingen.   

Styret og revisor skal innkalles til generalforsamlingens møte. Styrets medlemmer har rett 
til å være til stede og uttale seg på møter i generalforsamlingen. Styrets leder og 
administrerende direktør har plikt til å være til stede med mindre det foreligger gyldig 
forfall. I så fall skal det utpekes stedfortreder. 

Før generalforsamling holdes skal Finanstilsynet i god tid, senest samtidig med lovlig 
innkallelse til aksjonærene, gis melding om de saker som skal behandles. Av 
generalforsamlingsprotokollen skal en gjenpart straks sendes Finanstilsynet. 

§ 5-2 

Styrets leder åpner generalforsamlingen og leder møtet til møteleder er valgt. 

§ 5-3 

Den ordinære generalforsamling skal: 

5.   velge møteleder for generalforsamlingen 
6.   godkjenne årsregnskap og årsberetning, herunder anvendelse av årsoverskudd / 

utdeling av utbytte eller dekning av årsunderskudd 
7.   velge en valgkomité, jf. kap. 3, som skal forberede de valg som skal foregå på 

neste ordinære generalforsamling av medlemmer og varamedlemmer til styret 
8.   velge revisor eller revisjonsfirma 
9.   treffe vedtak om godtgjørelse for bankens tillitsvalgte og revisor  
10. behandle andre saker som etter lov eller vedtekter hører inn under 

generalforsamlingen. 
 

§ 5-4 

Når generalforsamlingen er åpnet, skal møtelederen la opprette fortegnelse over de 
møtende aksjeeiere og representantene for aksjeeiere med oppgaver over hvor mange 
aksjer og stemmer hver av dem representerer. Denne fortegnelse anvendes inntil den 
måtte bli endret av generalforsamlingen. 

§ 5-5 

Avstemning skjer skriftlig dersom ikke samtlige møtende samtykker i avstemning på annen 
måte. 

En aksjonær kan inntil to dager før avholdelse av generalforsamlingsmøte avgi skriftlig 
forhåndsstemme ved elektronisk kommunikasjon med betryggende autentisering. 
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Møtelederen skal sørge for at det føres protokoll over generalforsamlingen. I protokollen 
skal generalforsamlingens beslutninger inntas med angivelse av utfallet av 
stemmegivningen. Fortegnelsen over møtende aksjeeiere og representanter skal inntas i 
eller vedlegges protokollen. Protokollen skal undertegnes av møtelederen og minst en 
annen person som utpekes av generalforsamlingen blant de tilstedeværende. Protokollen 
skal holdes tilgjengelig for aksjeeierne og oppbevares på betryggende måte. 

Kap. 6 Ekstraordinær generalforsamling. 

§ 6-1  

Ekstraordinær generalforsamling holdes når styret finner det nødvendig, eller når det til 

behandling av et bestemt angitt emne kreves skriftlig av revisor eller av aksjeeiere som 
representerer minst en tjuedel av aksjekapitalen.  

For øvrig gjelder de samme regler som for en ordinær generalforsamling. 

Kap. 7 Revisor. 

§ 7-1 

Revisor skal følge de instrukser og pålegg som måtte bli gitt av generalforsamlingen 
forutsatt at de ikke strider mot bestemmelser gitt i lov eller i medhold av lov eller mot 
bankens vedtekter eller god revisjonsskikk. 

Revisor gir sine antegnelser og meldinger gjennom styret. Revisjonsberetning skal avgis 
minst to uker forut for den ordinære generalforsamlingen hvor regnskapet skal behandles. 

Kap. 8  Innskuddsvilkår. 

§ 8-1 

Styret fastsetter de nærmere vilkår for mottak og utbetaling av innskudd i samsvar med 
mulige regler fastsatt av Finanstilsynet. 

Kap. 9  Årsregnskap og årsberetning. 

§ 9-1 

Regnskapsåret følger kalenderåret. 

For hvert regnskapsår avgir styret årsregnskapet og årsberetningen. 

Minst en måned forut for den ordinære generalforsamling skal årsregnskap og årsberetning 
stilles til rådighet for revisor. Årsberetningen og det reviderte regnskap skal gjennomgås 
av styret før det forelegges generalforsamlingen. 

Generalforsamlingen fastsetter regnskapet senest innen utgangen av april måned. 

Kap. 10 Ansvarlig lån og annen fremmedkapital. 

§ 10-1 

 Banken kan foreta opptak av ansvarlig lånekapital og fremmedkapital. Beslutningen om 
opptak av ansvarlig lånekapital må foretas av generalforsamlingen med flertall som 
vedtektsendring, jf. kap. 11. Styret fastsetter de nærmere vilkårene. 

Generalforsamlingen kan med flertall som for vedtektsendring gi styret fullmakt til å 
beslutte opptak av ansvarlig lånekapital og fastsette de nærmere vilkårene for det. 
Fullmakten skal begrenses oppad i beløp og ikke gjelde lenger enn frem til neste års 
generalforsamling.  

Styret har fullmakt til opptak av annen fremmedkapital. 
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Kap. 11  Vedtektsendringer. 

§ 11-1 

Beslutning om å endre vedtektene fattes av generalforsamlingen. Beslutningen krever 

tilslutning fra minst to tredjedeler av så vel de avgitte stemmer som av den aksjekapital 
som er representert på generalforsamlingen. 

Forslag til endringer i vedtektene må være innsendt til styrets leder senest fire uker før 
generalforsamlingen skal behandle forslaget. 

Kap. 12  Ikrafttreden. 

§ 12-1 

Disse vedtekter trer i kraft når de er godkjent i samsvar med finansforetaksloven § 7-10 
første ledd. 
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APPENDIX B – Alternative Performance Measures 

Alternative resultatmål (APM) for Pareto Bank ASA 

pr 31.03.2019 

 

Pareto Bank presenterer alternative resultatmål (APM'er) som gir nyttig informasjon for å 
supplere regnskapet. Målene er ikke definert i IFRS (International Financial Reporting 
Standards) og er nødvendigvis ikke direkte sammenlignbare med andre selskapers 
resultatmål. APM'er er inkludert i bankens rapporter for å gi innsikt og forståelse for 
bankens resultatoppnåelse, og er ikke ment å erstatte eller overskygge regnskapstallene. 

Enkelte APM'er, som egenkapitalavkastning og utlånsvekst, er brukt i bankens guiding. 
Nøkkeltall som er regulert i IFRS eller annen lovgiving (f.eks. CRR/CRD IV) er ikke regnet 
som alternative resultatmål. Det samme gjelder for ikke-finansiell informasjon, f.eks. antall 
ansatte. Pareto Bank sine alternative resultatmål er presentert i nøkkeltallsoversikten og i 
styrets beregning. Alle APM'er presenteres med sammenligningstall. APM'ene som nevnt 
under har i stor grad vært brukt konsistent over tid. Der metode har vært endret er det 
spesifisert under. 
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Resultattall   

Egenkapitalavkastning 
etter skatt 

 Egenkapitalavkastning er definert som aksjonærenes andel av 
resultat etter skatt som prosent av gjennomsnittet av egenkapital 
ekskl. hybridkapital i perioden. Aksjonærenes andel av resultat uten 
skatt er resultat etter skatt fratrukket renter for hybridkapital etter 
skatt. Gjennomsnittet av egenkapital for ett kvartal er tatt på 
inngående og utgående verdi i kvartalet. Gjennomsnittet for et helt 
år er regnet som gjennomsnittet av verdi over fem kvartaler. For 
perioder over to eller tre kvartaler er gjennomsnittet et snitt av 
inngangsverdien og utgangsverdi av alle kvartaler i perioden. 
Beregningsmetoden er justert i Q4-2018. For Pareto Banks 
årsrapport 2016 og frem til delårsrapporten Q3-18 ble 
gjennomsnittlig egenkapital beregnet som et enkelt snitt mellom 
inngående og utgående verdi. Endringen gir et riktigere snitt av 
bankens egenkapital, og tar bedre hensyn til utbetaling av utbytte i 
løpet av året. Egenkapitalavkastning til og med Q3-18 er 
omarbeidet. 

Egenkapitalavkastning er et nyttig resultatmål fordi den viser 
bankens inntjening for aksjonærene i forhold til kapitalisering. Tallet 
kan dermed brukes til å sammenligne bankens lønnsomhet over tid 
og lønnsomhet mellom banker eller andre selskaper. Egenkapital 
inngår i bankens guiding og gir et mål for bankens lønnsomhet. 

Kostnadsprosent 

 Kostnadsprosent er definert som sum kostnader før nedskrivinger og 
tap i prosent av sum inntekter. 

Kostnadsprosent beskriver bankens kostnadseffektivitet. Den viser i 
hvilken grad kostnader vil øke for å dekke en viss inntektsvekst. 

Utlånsmargin 

 Utlånsmargin er definert som bidrag utlån i forhold til 
gjennomsnittlig utlånsvolum fratrukket 3 måneders Nibor for 
perioden. Bidrag utlån i perioden inkluderer renter og andre gebyr- 
og provisjonsinntekter på utlån til kunder. Gjennomsnittlig 
utlånsvolum er regnet som et daglig gjennomsnitt av balanseverdier, 
og er dermed ikke mulig å avstemme fra perioderegnskapet. I 
beregningen brukes gjennomsnittet av Nibor fastsatt på den siste 



 

178 

Alternative 
resultatmål 

 Definisjon og begrunnelse for bruk av resultatmålet 

dagen i hver enkel måned. Alle gjennomsnitt er vektet med faktisk 
antall dager i perioden. 

Utlånsmargin viser den underliggende lønnsomheten i bankens 
utlånsaktivitet. Ved å vise utlånsmarginen i forhold til Nibor kan man 
se inntektsevnen i forhold til rentenivået i markedet, og det gjør det 
mulig å sammenligne utlånsmarginer over tid og mellom banker. 
Utlånsrenten er den viktigste inntektskilden til banken og nivået på 
utlånsmargin er en indikator på bankens lønnsomhet over tid. 

Innskuddsmargin 

 Innskuddsmargin er definert som differansen mellom 3 måneders 
Nibor og rentekostnader på innskudd til kunder i forhold til 
gjennomsnittlig innskuddsvolum for perioden. Gjennomsnittlig 
innskuddsvolum og Nibor er definert som for utlånsmarginer (se 
over). 

Innskuddsmargin viser det underliggende kostnadsnivået knyttet til 
finansiering av bankens utlånsvirksomhet. Ved å vise 
innskuddsmarginen i forhold til Nibor kan man se kostnadene knyttet 
til innskuddsfinansiering i forhold til rentenivået i markedet, og det 
gjør det mulig å sammenligne innskuddsmargin over tid og mellom 
banker. Innskudd er den største finansieringskilden til banken og 
nivået på innskuddsmarginen er en indikator på bankens lønnsomhet 
over tid. 

Netto rentemargin 

 Netto rentemargin er definert som differansen mellom bankens 
utlånsmargin og innskuddsmargin (se definisjonene over). 

Netto rentemargin er et nyttig mål for å vise den underliggende 
lønnsomheten i bankens drift. Utlånsrente og innskuddsrente er de 
primære kildene for hhv. bankens inntekter og kostnader. 
Utviklingen i netto rentemargin over tid gir en forståelse for 
utviklingen i bankens inntekter og kostnader utenom poster som kan 
variere over tid, som gevinster på finansielle instrumenter, inntekter 
fra tilknyttede selskaper eller nedskrivinger og tap. 

   

Balansetall   

Gjennomsnittlig 
forvaltningskapital i 
perioden 

 Gjennomsnittlig forvaltningskapital er definert som gjennomsnittet 
av forvaltningskapital for hver måned i perioden. Forvaltningskapital 
er definert som sum eiendeler i balansen. Tallet er et gjennomsnitt 
av månedsverdier og kan dermed ikke avstemmes fra 
perioderegnskapet. 

Gjennomsnittlig forvaltningskapital reflekterer bankens størrelse og 
vekst gjennom året. 

Innskuddsdekning 

 Innskuddsdekning er definert som sum innskudd fra kunder i prosent 
av sum utlån til kunder. Sum utlån til kunder er utlån inklusive 
nedskrivinger ihht. IFRS 9 og eksklusive ubenyttede kredittrammer 
og garantier. 

Innskuddsdekning er et av flere mål på bankens likviditet. Innskudd 
er en stabil og langsiktig innskuddskilde og tallet gir informasjon om 
hvor mye av bankens finansiering kommer fra innskudd i motsetning 
til andre kilder. Ved å uttrykke innskudd i forhold til utlån kan tallet 
sammenlignes med andre perioder. 

Overskuddslikviditet  Overskuddslikviditet er definert som summen av bankens kontanter 
og fordringer på sentralbanker, utlån og fordringer på 
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kredittinstitusjoner, sertifikater og obligasjoner. Rapportert 
overskuddslikviditet i delårsrapporten for Q3-18 inkluderte også 
verdien av rentefond. Dette er omarbeidet i avstemmingen her. 

Overskuddslikviditet er et mål på bankens likviditet. Det er et mål 
på bankens likvide midler som kan brukes til å gjøre opp fremtidige 
forpliktelser eller dekke bortfall av innskudd, økt utlån eller økt trekk 
på kredittrammer. 

Utlånsvekst siste 12 
måneder 

 Utlånsvekst siste 12 måneder er definert som differansen i prosent 
mellom utlån til kunder fra gjeldende tidspunkt og for 12 måneder 
siden. Sum utlån til kunder er utlån inklusiv nedskrivinger ihht. IFRS 
9 og eksklusive ubenyttede kredittrammer og garantier. 

Utlånsvekst er et nyttig mål for bankens kunderettet aktivitet over 
tid. Utlånsveksten kan indikere fremtidig endring i rentenetto. 
Utlånsvekst kan også være knyttet til økt risiko. Banken bruker 
forventet utlånsvekst som en del av sin guiding. Det er ment å 
indikere en kombinasjon over aktivitetsnivået i markedsområdene 
banken betjener og hvor stor kapasitet banken har til å vokse. 

Innvilgede 
kredittrammer 

 Innvilgede kredittrammer er definert som summen av kredittrammer 
som er innvilget til kunder i en periode, uavhengig av om kunden 
har akseptert, avslått eller åpnet lånet. Tallet kommer fra en intern 
oversikt og kan ikke avstemmes fra perioderegnskapet. 

Innvilgede kredittrammer er et mål på bankens aktivitetsnivå og kan 
være en indikator på fremtidig utlånsvolum. 

Innskuddsvekst siste 
12 måneder 

 Innskuddsvekst siste 12 måneder er definert som differansen i 
prosent mellom innskudd fra kunder fra gjeldende tidspunkt og for 
12 måneder siden.  

Innskuddsvekst er et nyttig mål for bankens innskuddsaktivitet over 
tid og kan indikere endringer i bankens finansiering eller likviditet. 

Andel 
fastrenteinnskudd 

 

 Andel fastrenteinnskudd er definert som andelen fastrenteinnskudd 
eksklusiv påløpte renter over samlet innskuddsvolum eksklusiv 
påløpte renter. Tallet kan ikke avstemmes fra bankens 
perioderegnskap. 

Andel fastrenteinnskudd forteller hvor mye av innskuddsmassen har 
en likviditets- og rentebinding. En større andel likviditetsbinding vil 
kunne indikere redusert sannsynlighet for bortfall av innskudd. 
Rentebindingen vil si at rentekostnaden for den type innskudd vil 
ligge fast over innskuddets løpetid. 

Andel  
plasseringskonto med 
likviditetsbinding 

 Andel plasseringskonto med likviditetsbinding er definert som 
andelen plasseringskonto over samlet innskuddsvolum eksklusiv 
påløpte renter. Pareto Banks plasseringskonto er en type 
innskuddskonto med flytende rente som bindes likviditetsmessig i en 
løpende 31-dagers perioder. Tallet kan ikke avstemmes fra 
perioderegnskapet. 

Andel plasseringskonto forteller hvor mye av innskuddsmassen har 
en likviditetsbinding i tillegg til fastrenteinnskudd. En større andel 
likviditetsbinding vil kunne indikere redusert sannsynlighet for 
bortfall av innskudd. 

Andel  
plasseringskonto med 
likviditetsbinding 

 Andel plasseringskonto med likviditetsbinding er definert som 
andelen plasseringskonto over samlet innskuddsvolum eksklusiv 
påløpte renter. Pareto Banks plasseringskonto er en type 
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innskuddskonto med flytende rente som bindes likviditetsmessig i en 
løpende 31-dagers perioder. Tallet kan ikke avstemmes fra 
perioderegnskapet. 

Andel plasseringskonto forteller hvor mye av innskuddsmassen har 
en likviditetsbinding i tillegg til fastrenteinnskudd. En større andel 
likviditetsbinding vil kunne indikere redusert sannsynlighet for 
bortfall av innskudd. 

   

Nedskrivinger og tap   

Nedskrivings- og 
tapsprosent 

 Nedskrivings- og tapsprosent er definert som bankens nedskrivings- 
og tapskostnader i forhold til gjennomsnittlig utlån til kunder i 
perioden. Utlån til kunder er utlån inklusiv nedskrivinger ihht. IFRS 
9 og eksklusiv ubenyttede kredittrammer og garantier. 
Gjennomsnittet er beregnet med inngående og utgående 
balanseverdier i perioden. Beregningsmetoden er justert fra å 
annualisere kvartalstall til å ikke annualisere tallet. Tallet til og med 
Q3-18 er omarbeidet. 

Nedskrivings- og tapsprosent er en indikator på kvaliteten i bankens 
utlånsportefølje og bankens evne til å vurdere kredittrisiko over tid. 

Netto misligholdte 
kredittengasjementer 
av brutto utlån 

 Netto misligholdte kredittengasjementer av brutto utlån er definert 
som brutto misligholdte kredittengasjementer over 90 dager 
fratrukket nedskrivinger på misligholdte engasjementer i prosent av 
utlån til kunder eksklusiv nedskrivinger ihht. IFRS 9. 

Netto misligholdte kredittengasjementer av brutto utlån gir 
informasjon om kredittkvalitet i bankens utlånsportefølje. Tallet 
formidler andelen av misligholdet som kan føre til nedskrivinger eller 
tap som ikke allerede er kostnadsført.  Tallet er uavhengig av 
utlånsvolum og kan dermed sammenlignes mellom perioder. Tallet 
kan ikke avstemmes fra perioderegnskapet. 

Netto tapsutsatte 
kredittengasjementer 
av brutto utlån 

 Netto tapsutsatte kredittengasjementer av brutto utlån er definert 
som brutto tapsutsatte, ikke misligholdte kredittengasjementer 
fratrukket nedskrivinger på tapsutsatte, ikke misligholdte 
engasjementer i prosent av utlån til kunder eksklusiv nedskrivinger 
ihht. IFRS 9. 

Netto misligholdte kredittengasjementer av brutto utlån gir 
informasjon om kredittkvalitet i bankens utlånsportefølje. Tallet 
formidler andelen av misligholdet som kan føre til nedskrivinger eller 
tap som ikke allerede er kostnadsført. Tallet er uavhengig av 
utlånsvolum og kan dermed sammenlignes mellom perioder. Tallet 
kan ikke avstemmes fra perioderegnskapet. 

   

Aksjerelaterte 
nøkkeltall 

  

Resultat tilordnet 
aksjonærer pr. aksje 

 Resultat tilordnet aksjonærer pr. aksje er definert som aksjonærenes 
andel av resultatet etter skatt delt på antall aksjer. Aksjonærenes 
andel av resultatet etter skatt er resultat etter skatt eksklusiv 
kostnader knyttet til hybridkapital (se definisjonen av 
egenkapitalavkastning over). 

Resultat tilordnet aksjonærer pr. aksje er definert i IFRS og er ikke 
et APM. Tallet er tatt med i denne oversikten for å bedre forklare 
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bankens aksjerelaterte nøkkeltall. Tallet utrykker verdiutviklingen 
per aksje for investorer. 

Aksjonærenes 
egenkapital pr. aksje 

 Aksjonærenes egenkapital pr. aksje er definert som bankens 
egenkapital eksklusiv hybridkapital delt på antall aksjer. 

Aksjonærenes egenkapital pr. aksje er et mål på verdien av aksjen 
og hvor mye verdier i balansen som tilhører hver enkelt aksje. 

Pris / inntjening 

 Pris / inntjening er en brøk definert som aksjekursen i NOK delt på 
resultat per aksje (se definisjonen over). 

Denne brøken heter ofte "Price/Earnings" og er et utbredt nøkkeltal 
brukt for å vurdere hvor mye fremtidig inntjening er priset inn i 
aksjens kurs. Tallet er egnet til å sammenligne lønnsomhet og 
prising av aksjen mellom selskaper. 

Pris / bokført 
egenkapital 

 

 Pris / bokført egenkapital er en brøk definert som aksjekursen i NOK 
delt på aksjonærenes egenkapital per aksje (se definisjonen over). 

Denne brøken heter ofte "Price/Book" og er et utbredt nøkkeltal 
brukt for å vurdere om aksjen er over- eller underpriset i forhold til 
bankens balanse. Tallet er egnet til å sammenligne prising av aksjen 
mellom selskaper. 

Utdelingsbrøk utbytte 

 Utdelingsbrøk utbytte er definert som andel utbetalt utbytte delt på 
aksjonærenes andel av resultatet etter skatt (se definisjonen av 
egenkapitalavkastning over). 

Utdelingsbrøk heter også utbytte pr. aksje, utdelingsforhold eller 
"dividend ratio" og forteller hvor stor andel av bankens resultat som 
deles ut som utbytte til aksjonærene. Tallet henger sammen med 
bankens utbyttepolicy som definerer et intervall for utdeling. 
Forventet utdelingsbrøk er en del av bankens guiding og gir 
investorer en forventning om hvor stor del av bankens resultat som 
utbetales under forskjellige omstendigheter. 

Egenkapital i % av 
forvaltningskapital 

 Egenkapital i % av forvaltningskapital er definert som bankens 
egenkapital inklusiv hybridkapital som prosent av bankens eiendeler 
(forvaltningskapital). 

Egenkapital i % av forvaltningskapital gir informasjon om bankens 
soliditet i tillegg til nøkkeltall som kapitaldekning (definert i CRR/CRD 
IV). Tallet gir et mål på hvor mye kapital i NOK som banken selv eier 
og som kan dekke uventet tap eller bortfall av lønnsomhet. I 
motsetning til kapitaldekning som benytter en risikovektet 
beregningsgrunnlag sier dette tallet hvor mye kapital som dekker 
bankens eksponering uavhengig av risiko. 
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(NOK 1000) Periode fra 01.01. til dato                 

 31.03.19 31.12.2018 30.09.2018 30.06.2018 31.03.2018 31.12.2017 30.09.2017 30.06.2017 31.03.2017 31.12.2016 

           

Egenskapitalavkastning etter skatt           

Totalresultat for perioden 99 664  330 779  249 190  172 407  79 222  
 

312 587  239 320  153 336  78 344  247 308  

Renter fondsobligasjon 2 633  7 106  4 487  1 900  602  4 462  3 854   3 236  2 609  10 899  

Spart skatt på renter fondsobligasjon - 658  -1 776  - 1 122  - 475  - 151  - 1 115  - 964  -809  -652  -2 725  

Aksjonærenes andel av resultatet etter skatt 97 689  325 450  245 825  170 982  78 771  309 241  236 430  150 909  76 387  239 134  

Egenkapital 2 605 544  2 507 807  2 428 112  2 353 116  2 110 842  2 125 910  2 052 994  1 967 483  1 892 958  1 985 163  

Fondsobligasjonslån 200 000  200 000  200 000  200 000  50 000  50 000  50 000  50 000  50 000  160 000  

Egenkapital ekskl. hybridkapital 2 405 544  2 307 807  2 228 112  2 153 116  2 060 842  2 075 910  2 002 994  1 917 483  1 842 958  1 825 163  
Gjennomsnittlig egenkapital ekskl. hybridkapital 
(pr kvartal) 2 356 676  2 165 157  2 129 495  2 096 623  2 068 376  1 932 902  1 897 150  1 861 868  1 834 061  1 502 377  

Egenkapitalavkastning etter skatt 16,6 % 15,0 % 15,4 % 16,3 % 15,2 % 16,0 % 16,6 % 16,2 % 16,7 % 15,9 % 

           

Kostnadsprosent           

Sum driftskostnader før nedskrivinger og tap 34 962  119 866  91 663  60 602  31 014  112 576  79 093  54 868  28 034  98 807  

Sum inntekter 168 819  563 158  419 423  281 950  133 969  538 966  408 640  266 722  134 255  457 942  

Kostnadsbrøk 20,7 % 21,3 % 21,9 % 21,5 % 23,1 % 20,9 % 19,4 % 20,6 % 20,9 % 21,6 % 

           

Utlånsmargin           

Bidrag utlån    702 860        631 548        562 599  

Gjennomsnitt utlån til kunder (pr dag)   10 446 762        9 246 787        8 425 996  

Gjennomsnitt Nibor 3 mnd (pr måned)   1,1 %       0,9 %       1,1 % 

Utlånsmargin   5,7 %       6,0 %       5,6 % 

           

Innskuddsmargin           

Bidrag innskudd   88 646        92 979        108 006  

Gjennomsnitt innskudd fra kunder (pr dag)   7 311 649        7 917 645        7 144 825  

Gjennomsnitt Nibor 3 mnd (pr måned)   1,1 %       0,9 %       1,1 % 

Innskuddsmargin   -0,1 %       -0,3 %       -0,4 % 

           

Netto rentemargin           

Utlånsmargin   5,7 %       6,0 %       5,6 % 

Innskuddsmargin   -0,1 %       -0,3 %       -0,4 % 

Netto rentemargin   5,5 %       5,7 %       5,2 % 

           

Innskuddsdekning           

Innskudd fra kunder 8 599 452  7 622 723  8 221 356  8 062 417  6 334 170  7 083 931  7 679 671  8 162 774  8 524 793  7 646 800  

Utlån til kunder 12 064 527  11 652 698  10 689623  10 489261  10 065878  9 447 670  9 869 509  9 543 982  8 973 437  8 753 761  

Innskuddsdekning 71,3 % 65,4 % 76,9 % 76,9 % 62,9 % 75,0 % 77,8 % 85,5 % 95,0 % 87,4 % 

           

Overskuddslikviditet           

Kontanter og fordringer på sentralbanker 768 197  68 065  66 076  66 018  62 034  61 014  62 032  62 047  57 115  57 075  

Utlån og fordringer på kredittinstitusjoner 183 299  251 526  1 228 498  1 069 635  343 092  295 533  103 323  288 198  827 371  747 274  

Sertifikater og obligasjoner  3 786 604  3 484 630  4 176 953  3 988 863  2 802 209  3 173 886  3 289 876  3 268 575  4 093 867  3 315 103  

Overskuddslikviditet 4 738 100  3 804 221  5 471 527  5 124 517  3 207 334  3 530 433  3 455 231  3 618 819  4 978 354  4 119 452  

           

Utlånsvekst siste 12 måneder           

Utlån til kunder 12 064 527  11 652 698  10689623  10489261  10065878  9 447 670  9 869 509  9 543 982  8 973 437  8 753 761  

Utlån til kunder -12 måneder 10 065 878  9 447 670  9 869 509  9 543 982  8 973 437  8 753 761  8 907 541  8 325 523  8 367 959  7 930 634  

Utlånsvekst 1 998 650  2 205 028  820 114  945 279  1 092 441  693 909  961 968  1 218 459  605 478  823 127  

Utlånsvekst siste 12 måneder 19,9 % 23,3 % 8,3 % 9,9 % 12,2 % 7,9 % 10,8 % 14,6 % 7,2 % 10,4 % 

           

Innskuddsvekst siste 12 måneder           

Innskudd fra kunder 8 599 452        7 622 723  8 221 356  8 062 417  6 334 170  7 083 931  7 679 671  8 162 774  8 524 793  7 646 800  

Innskudd fra kunder -12 måneder 6 334 170         7 083 931  7 679 671  8 162 774  8 524 793  7 646 800  7 631 387  7 429 021  6 949 160  6 454 925  

Innskuddsvekst 2 265 282  538 791  541 685  -100 357  -2 190 623  -562 868  48 284  733 753  1 575 633  1 191 875  

Innskuddsvekst siste 12 måneder 35,8 % 7,6 % 7,1 % -1,2 % -25,7 % -7,4 % 0,6 % 9,9 % 22,7 % 18,5 % 

           

Andel fastrenteinnskudd & plasseringskonto med likviditetsbinding         

Pt innskudd privat 610 869  593 491  671 930  659 750  811 878  826 903  869 797  922 590  969 227  980 141  

Pt innskudd bedrift 2 612 212  2 446 158  2 340 624  2 639 010  2 225 346  2 452 450  2 689 903  2 756 524  2 481 287  2 573 221  

Plasseringskonto 1 285 416  1 214 575  1 420 014  1 394 869  1 494 844  1 762 249  1 738 394  1 792 285  1 929 234  1 684 278  

Fastrenteinnskudd (ekskl. påløpte renter) 2 934 930  2 691 338  2 312 605  1 814 157  1 033 564  1 112 237  1 248 660  1 348 155  1 480 764  1 765 521  

Klientmidler 1 124 057  648 864  1 461 738  1 545 317  765 027  916 495  1 117 878  1 331 045  1 651 882  619 791  

Totalt (ekskl. påløpte renter) 8 567 484  7 594 426  8 206 913  8 053 103  6 330 658  7 070 334  7 664 632  8 150 598  8 512 394  622 951  

Andel fastrenteinnskudd 34,3 % 35,4 % 28,2 % 22,5 % 16,3 % 15,7 % 16,3 % 16,5 % 17,4 % 23,2 % 

Andel plasseringskonto 15,0 % 16,0 % 17,3 % 17,3 % 23,6 % 24,9 % 22,7 % 22,0 % 22,7 % 22,1 % 

           

Nedskrivings- og tapsprosent           

Nedskrivninger og tap på utlån og garantier   4 553        11 421         
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30 661  

Utlån til kunder   11 652 698        9 447 670        8 753 761  

Gjennomsnittlig utlån til kunder (pr år/kvartal)   10 550 184        9 100 716        8 342 197  

Nedskrivings- og tapsprosent   0,04 %       0,13 %       0,37 % 

           

Netto misligholdte kredittengasjementer av brutto utlån          

Brutto misligholdte kredittengasjementer 169 471  144 845  171 074  123 679  25 667  105 257  97 762  7 037  15 713  74 475  
Nedskrivinger på misligholde 
kredittengasjementer 21 192  21 317 10 692  679  667  633  4 219  4 219  4 187  10 996  

Netto misligholdte kredittengasjementer 148 279  123 528  160 382  123 000  25 000  104 624  93 543  2 818  11 526  63 479  

Utlån til kunder 12 064 527  11 652 698  10689 623  10489 261  10065 878  9 447 670  9 869 509  9 543 982  8 973 437  8 753 761  

Nedskrivinger på utlån til kunder 57 479  55 495  48 060  74 361  79 545  85 553  84 586  82 316 86 586 84 850 

Brutto utlån til kunder 12 122 006  11 708 193  10737 683  10563 623  10145 422  9 533 224  9 954 094  9 626 298  9060023  8838611  

Netto misligholdte kredittengasjementer av 
brutto utlån 1,22 % 1,06 % 1,49 % 1,16 % 0,25 % 1,10 % 0,94 % 0,03 % 0,13 % 0,72 % 

           

Netto tapsutsatte kredittengasjementer av brutto utlån          
Brutto tapsutsatte ikke misligholdte 
kredittengasjementer 3 730  3 730  10 336  41 287  78 916  85 764  80 846  141 461  166 930  145 952  
Nedskrivinger på tapsutsatte 
kredittengasjementer 3 730  3 730  4 556  41 231  37 915  37 220  32 665  30 402  36 669  28 154  

Netto tapsutsatte kredittengasjementer                       -                          -    5 780  57  41 001  48 544  48 181  111 059  130 261  117 798  

Utlån til kunder      12 064 527  11 652 698  10689 623  10489 261  10065 878  9 447 670  9 869 509  9 543 982  8 973 437  8 753 761  

Nedskrivinger på utlån til kunder 57 479  55 495  48 060  74 361  79 545  85 553  84 586  82 316  86 586  84 850  

Brutto utlån til kunder 12 122 006  11 708 193  10737 683  10563 623  10145 422  9 533 224  9 954 094  9 626 298  9 060 023  8 838 611  

Netto tapsutsatte kredittengasjementer av 
brutto utlån 0,00 % 0,00 % 0,05 % 0,00 % 0,40 % 0,51 % 0,48 % 1,15 % 1,44 % 1,33 % 

           

Resultat tilordnet aksjonærer pr. aksje           

Aksjonærenes andel av resultatet etter skatt 97 689  325 450  245 825  170 982  78 771  309 241  236 430  150 909  76 387  239 134  

Antall aksjer 58 619 688  58 619 688  58 619 688  58 619 688  58 619 688  58 619 688  58 619 688  58 619 688  58 619 688  58 619 688  

Resultat tilordnet aksjonærer pr. aksje (NOK) 
                  

1,67                   5,55  
                  

4,19  
                 

2,92  
                  

1,34  
                 

5,28  
                 

4,03  
                 

2,57  
                  

1,30  
                 

4,08  

           

Aksjonærenes egenkapital pr. aksje           

Egenkapital 2 605 544  2 507 807  2 428 112  2 353 116  2 110 842  2 125 910  2 052 994  1 967 483  1 892 958  1 985 163  

Fondsobligasjonslån 200 000  200 000  200 000  200 000  50 000  50 000  50 000  50 000  50 000  160 000  

Egenkapital ekskl. hybridkapital 2 405 544  2 307 807  2 228 112  2 153 116  2 060 842  2 075 910  2 002 994  1 917 483  1 842 958  1 825 163  

Antall aksjer 58 619 688  58 619 688  58619688  58619688  58619688  58 619 688  58619688  58 619 688  58619688  58619688  

Aksjonærenes egenkapital pr. aksje (NOK) 
                

41,04                 39,37  
                

38,01  
               

36,73  
                

35,16  
                

35,41  
                

34,17  
                

32,71  
                

31,44  
                 

31,14  

           

Pris / inntjening           

Aksjekurs (NOK)                  33,80        
               

39,50        
                

38,10  

Resultat per aksje (NOK)                    5,55        
                 

5,28        
                 

4,08  

Pris / inntjening                    6,09        
                 

7,49        
                 

9,34  

           

Pris / bokført egenkapital           

Aksjekurs (NOK)                36,00                 33,80  
               

39,80  
               

38,40  
               

37,00  
               

39,50  
                

36,10  
               

35,80  
               

37,80  
                

38,10  

Aksjonærenes egenkapital pr. aksje (NOK) 
                

41,04                 39,37  
                

38,01  
               

36,73  
                

35,16  
                

35,41  
                

34,17  
                

32,71  
                

31,44  
                 

31,14  

Pris / bokført egenkapital                  0,88                   0,86  
                  

1,05  
                  

1,05  
                  

1,05  
                   

1,12  
                  

1,06  
                  

1,09  
                  

1,20  
                  

1,22  

           

Utdelingsbrøk utbytte           

Utbytte pr. aksjer (NOK)                    0,70        
                  

1,60         

Antall askjer   58 619 688        58 619 688        58619 688  

Utbytte (NOK 1000)   41 034        93 792                              -    

Aksjonærenes andel av resultatet etter skatt   325 450        309 241        239 134  

Utdelingsbrøk utbytte   12,6 %       30,3 %       0,0 % 

           

Egenkapital i % av forvaltningskapital           

Egenkapital 2 605 544  2 507 807  2 428 112  2 353 116  2 110 842  2 125 910  2 052 994  1 967 483  1 892 958  1 985 163  

Eiendeler / forvaltningskapital 16 918 823  15 606 952  16319 439  15752 986  13433 547  13 103 969  13474 796  13 309 719  14050 898  12940 761  

Egenkapital i % av forvaltningskapital 15,4 % 16,1 % 14,9 % 14,9 % 15,7 % 16,2 % 15,2 % 14,8 % 13,5 % 15,3 % 

           

           

           

           

NB! Tall med blå bakgrunn er omarbeidet             
*) Q4-18 er revidert ihht endelig 
årsregnskap for 2018           

 

(NOK 1000) Pr. kvartal                   
 

Q1-19 Q4-18* Q3-18 Q2-18 Q1-18 Q4-17 Q3-17 Q2-17 Q1-17 Q4-16 
           

Egenskapitalavkastning etter skatt 
          

Totalresultat for perioden 99 664  81 590  76 783  93 185  79 222  73 268  85 984  74 992  78 344  67 054  

Renter fondsobligasjon 2 633  2 619  2 587  1 298  602  608  618  627  2 609  2 742  
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Spart skatt på renter fondsobligasjon -658  -655  - 647  -324  -151  -152  -155  -156,75 -652,25 -685,485 

Aksjonærenes andel av resultatet etter skatt 97 689  79 626  74 843  92 211  78 771  72 812  85 521  74 522  76 387  64 998  

Egenkapital 2 605 544  2 507 807  2 428 112  2 353 116  2 110 842  2 125 910  2 052 994  1 967 483  1 892 958  1 985 163  

Fondsobligasjonslån 200 000  200 000  200 000  200 000  50 000  50 000  50 000  50 000  50 000  160 000  

Egenkapital ekskl. hybridkapital 2405544  2307807  2228112  2153116  2060 842  2075910  2002994  1917483  1842958  1825163  

Gjennomsnittlig egenkapital ekskl. hybridkapital 
(pr kvartal) 

2356676  2267960  2190614  2106979  2068376  2039452  1960239  1880221  1834061  1 694 030  

Egenkapitalavkastning etter skatt 16,6 % 14,0 % 13,7 % 17,5 % 15,2 % 14,3 % 17,5 % 15,9 % 16,7 % 15,3 % 
           

Kostnadsprosent 
          

Sum driftskostnader før nedskrivinger og tap 34 962  28 202  31 062  29 588  31 014  33 482  24 225  26 835  28 034  26 415  

Sum inntekter 168 819  143 735  37 473  147 980  133 969  130 326  141 918  132 468  134 255  126 366  

Kostnadsbrøk 20,7 % 19,6 % 22,6 % 20,0 % 23,1 % 25,7 % 17,1 % 20,3 % 20,9 % 20,9 % 
           

Utlånsmargin 
          

Bidrag utlån  207 793  189 990  178 201  176 088  158 582  158 671  167 999  155 418  149 463  152 631  

Gjennomsnitt utlån til kunder (pr dag) 11 773 241  11 484 294  10 467 668  10 347 452  9 617 053  9 583 795  9 625 910  9 219 359  8 664 409  8 891 567  

Gjennomsnitt Nibor 3 mnd (pr måned) 1,3 % 1,2 % 1,1 % 1,0 % 1,0 % 0,8 % 0,8 % 0,9 % 1,0 % 1,1 % 

Utlånsmargin 5,9 % 5,3 % 5,7 % 5,8 % 5,7 % 5,8 % 6,1 % 5,9 % 6,0 % 5,7 % 
           

Innskuddsmargin 
          

Bidrag innskudd 28 088  26 497  23 708  20 073  18 367  20 042  20 536  24 967  27 434  27 787  

Gjennomsnitt innskudd fra kunder (pr dag) 7987899  8150950  7446888  6909184  6823447  7569081  7694475  8444312  8088881  7 608 826  

Gjennomsnitt Nibor 3 mnd (pr måned) 1,3 % 1,2 % 1,1 % 1,0 % 1,0 % 0,8 % 0,8 % 0,9 % 1,0 % 1,1 % 

Innskuddsmargin -0,1 % -0,1 % -0,2 % -0,1 % -0,1 % -0,3 % -0,2 % -0,3 % -0,4 % -0,3 % 
           

Netto rentemargin 
          

Utlånsmargin 5,9 % 5,3 % 5,7 % 5,8 % 5,7 % 5,8 % 6,1 % 5,9 % 6,0 % 5,7 % 

Innskuddsmargin -0,1 % -0,1 % -0,2 % -0,1 % -0,1 % -0,3 % -0,2 % -0,3 % -0,4 % -0,3 % 

Netto rentemargin 5,7 % 5,3 % 5,5 % 5,7 % 5,6 % 5,5 % 5,9 % 5,6 % 5,6 % 5,4 % 
           

Innskuddsdekning 
          

Innskudd fra kunder 8 599 452  7 622 723  8 221 356  8 062 417  6 334 170  7 083 931  7 679 671  8 162 774  8 524 793  7 646 800  

Utlån til kunder 12 064 527  11 652 698  10 689 623  10 489 261  10 065 878  9 447 670  9 869 509  9 543 982  8 973 437  8 753 761  

Innskuddsdekning 71,3 % 65,4 % 76,9 % 76,9 % 62,9 % 75,0 % 77,8 % 85,5 % 95,0 % 87,4 % 
           

Overskuddslikviditet 
          

Kontanter og fordringer på sentralbanker 768 197  68 065  66 076  66 018  62 034  61 014  62 032  62 047  57 115  57 075  

Utlån og fordringer på kredittinstitusjoner 183 299  251 526  1 228 498  1 069 635  343 092  295 533  103 323  288 198  827 371  747 274  

Sertifikater og obligasjoner  3 786 604  3 484 630  4 176 953  3 988 863  2 802 209  3 173 886  3 289 876  3 268 575  4 093 867  3 315 103  

Overskuddslikviditet 4 738 100  3 804 221  5 471 527  5 124 517  3 207 334  3 530 433  3 455 231  3 618 820  4 978 353  4 119 452  
           

Utlånsvekst siste 12 måneder 
          

Utlån til kunder 12064 527  11652 698  10689 623  10489 261  10065 878  9 447 670  9 869 509  9 543 982  8 973 437  8 753 761  

Utlån til kunder -12 måneder 10 065 878  9 447 670  9 869 509  9 543 982  8 973 437  8 753 761  8 907 541  8 325 523  8 367 959  7 930 634  

Utlånsvekst 1998650  2 205 028  820 114  945 279  1 092 441  693 909  961 968  1 218 459  605 478  823 127  

Utlånsvekst siste 12 måneder 19,9 % 23,3 % 8,3 % 9,9 % 12,2 % 7,9 % 10,8 % 14,6 % 7,2 % 10,4 % 
           

Innskuddsvekst siste 12 måneder 
          

Innskudd fra kunder 8 599 452  7 622 723  8 221 356  8 062 417  6 334 170  7 083 931  7 679 671  8 162 774  8 524 793  7 646 800  

Innskudd fra kunder -12 måneder 6 334 170  7 083 931  7 679 671  8 162 774  8 524 793  7 646 800  7 631 387  7 429 021  6 949 160  6 454 925  

Innskuddsvekst 2 265 282  538 791  541 685  -         100 
357  

-      2 190 
623  

-        562 
868  

48 284  733 753  1 575 633  1 191 875  

Innskuddsvekst siste 12 måneder 35,8 % 7,6 % 7,1 % -1,2 % -25,7 % -7,4 % 0,6 % 9,9 % 22,7 % 18,5 % 
           

Pt innskudd privat 610 869  593 491  671 930  659 750  811 878  826 903  869 797  922 590  969 227  980 141  

Pt innskudd bedrift 2 612 212  2 446 158  2 340 624  2 639 010  2 225 346  2 452 450  2 689 903  2 756 524  2 481 287  2 573 221  

Plasseringskonto 1 285 416  1 214 575  1 420 014  1 394 869  1 494 844  1 762 249  1 738 394  1 792 285  1 929 234  1 684 278  

Fastrenteinnskudd (ekskl. påløpte renter) 2 934 930  2 691 338  2 312 605  1 814 157  1 033 564  1 112 237  1 248 660  1 348 155  1 480 764  1 765 521  

Klientmidler 1 124 057  648 864  1 461 738  1 545 317  765 027  916 495  1 117 878  1 331 045  1 651 882  619 791  

Totalt (ekskl. påløpte renter) 8 567 484  7 594 426  8 206 913  8 053 103  6 330 658  7 070 334  7 664 632  8 150 598  8 512 394  7 622 951  

Andel fastrenteinnskudd 34,3 % 35,4 % 28,2 % 22,5 % 16,3 % 15,7 % 16,3 % 16,5 % 17,4 % 23,2 % 

Andel plasseringskonto 15,0 % 16,0 % 17,3 % 17,3 % 23,6 % 24,9 % 22,7 % 22,0 % 22,7 % 22,1 % 
           

Nedskrivings- og tapsprosent 
          

Nedskrivninger og tap på utlån og garantier 972  9 047  4 034  -5 854  -2 674  968  2 270  6 421  1 762  11 814  

Utlån til kunder 12064 527  11652 698  10689 623  10489 261  10065 878  9 447 670  9 869 509  9 543 982  8 973 437  8 753 761  

Gjennomsnittlig utlån til kunder (pr år/kvartal) 11858 613  11171 161  10589 442  10277 569  9 756 774  9 658 589  9 706 745  9 258 710  8 863 599  8 830 651  

Nedskrivings- og tapsprosent 0,01 % 0,08 % 0,04 % -0,06 % -0,03 % 0,01 % 0,02 % 0,07 % 0,02 % 0,13 % 
           

Brutto misligholdte kredittengasjementer 169 471  144 845  171 074  123 679  25 667  105 257  97 762  7 037  15 713  74 475  

Nedskrivinger på misligholde 
kredittengasjementer 

21 192  21 105  10 692  679  667  633  4 219  4 219  4 187  10 996  

Netto misligholdte kredittengasjementer 148 279  123 740  160 382  123 000  25 000  104 624  93 543  2 818  11 526  63 479  

Utlån til kunder 12 064 527  11 652 698  10 689 623  10 489 261  10 065 878  9 447 670  9 869 509  9 543 982  8 973 437  8 753 761  
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Nedskrivinger på utlån til kunder 57 479  55 495  48 060  74 361  79 545  85 553  
   

11 814  

Brutto utlån til kunder 12122 006  11708 193  10737 683  10563 623  10145 422  9 533 224  9 869 509  9 543 982  8 973 437  8 765 575  

Netto misligholdte kredittengasjementer av 
brutto utlån 

1,22 % 1,06 % 1,49 % 1,16 % 0,25 % 1,10 % 0,95 % 0,03 % 0,13 % 0,72 % 

           

Brutto tapsutsatte ikke misligholdte 
kredittengasjementer 

3 730  3 730  10 336  41 287  78 916  85 764  80 846  141 461  166 930  145 952  

Nedskrivinger på tapsutsatte 
kredittengasjementer 

3 730  3 730  4 556  41 231  37 915  37 220  32 665  30 402  36 669  28 154  

Netto tapsutsatte kredittengasjementer                       
-    

                      
-    

5 780  57  41 001  48 544  48 181  111 059  130 261  117 798  

Utlån til kunder 12 064 527  11 652 698  10 689 623  10 489 261  10 065 878  9 447 670  9 869 509  9 543 982  8 973 437  8 753 761  

Nedskrivinger på utlån til kunder 55 495  55 495  48 060  74 361  79 545  85 553  84 586  82 316  86 586  84 850  

Brutto utlån til kunder 12 120 022  11 708 193  10 737 683  10 563 623  10 145 422  9 533 224  9 954 094  9 626 298  9 060 023  8 838 611  

Netto tapsutsatte kredittengasjementer av 
brutto utlån 

0,00 % 0,00 % 0,05 % 0,00 % 0,40 % 0,51 % 0,48 % 1,15 % 1,44 % 1,33 % 

           

Resultat tilordnet aksjonærer pr. aksje 
          

Aksjonærenes andel av resultatet etter skatt 97 689  79 626  74 843  92 211  78 771  72 812  85 521  74 522  76 387  64 998  

Antall aksjer 58 619 688  58 619 688  58 619 688  58 619 688  58 619 688  58 619 688  58 619 688  58 619 688  58 619 688  58 619 688  

Resultat tilordnet aksjonærer pr. aksje (NOK)                   
1,67  

                  
1,36  

                  
1,28  

                  
1,57  

                  
1,34  

                  
1,24  

                  
1,46  

                  
1,27  

                  
1,30  

                    
1,11             

Aksjonærenes egenkapital pr. aksje 
          

Egenkapital 2 605 544  2 507 807  2 428 112  2 353 116  2 110 842  2 125 910  2 052 994  1 967 483  1 892 958  1 985 163  

Fondsobligasjonslån 200 000  200 000  200 000  200 000  50 000  50 000  50 000  50 000  50 000  160 000  

Egenkapital ekskl. hybridkapital 2 405 544  2 307 807  2 228 112  2 153 116  2 060 842  2 075 910  2 002 994  1 917 483  1 842 958  1 825 163  

Antall aksjer 58619 688  58619 688  58619 688  58619 688  58619 688  58619 688  58619 688  58619 688  58619 688  58 619 688  

Aksjonærenes egenkapital pr. aksje (NOK)                 
41,04  

               
39,37  

                
38,01  

               
36,73  

                
35,16  

                
35,41  

                
34,17  

                
32,71  

                
31,44  

                 
31,14             

Pris / inntjening 
          

Aksjekurs (NOK)                
36,00  

               
33,80  

               
39,80  

               
38,40  

               
37,00  

               
39,50  

                
36,10  

               
35,80  

               
37,80  

                
38,10  

Resultat per aksje (NOK)                   
1,67  

                  
1,36  

                  
1,28  

                  
1,57  

                  
1,34  

                  
1,24  

                  
1,46  

                  
1,27  

                  
1,30  

1,11 

Pris / inntjening                  
5,39  

                 
6,22  

                 
7,79  

                  
6,10  

                 
6,88  

                 
7,95  

                  
6,19  

                 
7,04  

                 
7,25  

                 
8,58             

Pris / bokført egenkapital 
          

Aksjekurs (NOK)                
36,00  

               
33,80  

               
39,80  

               
38,40  

               
37,00  

               
39,50  

                
36,10  

               
35,80  

               
37,80  

38,10 

Aksjonærenes egenkapital pr. aksje (NOK)                 
41,04  

               
39,37  

                
38,01  

               
36,73  

                
35,16  

                
35,41  

                
34,17  

                
32,71  

                
31,44  

                 
31,14  

Pris / bokført egenkapital 0,88 0,86 1,05 1,05 1,05 1,12 1,06 1,09 1,20 1,22 
           

Utdelingsbrøk utbytte 
          

Utbytte pr. aksjer (NOK) 
          

Antall askjer 
          

Utbytte (NOK 1000) 
          

Aksjonærenes andel av resultatet etter skatt 
          

Utdelingsbrøk utbytte 
          

           

Egenkapital i % av forvaltningskapital 
          

Egenkapital 2 605 544 2 507 807 2 428 112 2 353 116 2 110 842 2 125 910 2 052 994 1 967 483 1 892 958 1 985 163 

Eiendeler / forvaltningskapital 16 918 823 15 606 952 16 319 439 15 752 986 13 433 547 13 103 969 13 474 796 13 309 719 14 050 898 12 940 761 

Egenkapital i % av forvaltningskapital 15,4 % 16,1 % 14,9 % 14,9 % 15,7 % 16,2 % 15,2 % 14,8 % 13,5 % 15,3 % 
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APPENDIX C – SUBSCRIPTION FORM 

 

PARETO BANK ASA 
SUBSEQUENT OFFERING 

SUBSCRIPTION FORM 

Securities no. ISIN NO 0010397581 

 

 

For information regarding the subsequent offering (the "Subsequent Offering") with subscription 
rights ("Subscription Rights") for all shareholders of Pareto Bank ASA (the "Company") in VPS as of 

5 June 2019 (as registered in the VPS on 7 June 2019) who (i) were not provided with inside 
information in the pre-sounding, (ii) who were not allocated Offer Shares in the Private Placement and 
(iii) who are not resident in a jurisdiction where such offering would be unlawful, or would (in 

jurisdictions other than Norway) require any prospectus filing, registration or similar action (the 
"Eligible Shareholders"), please see the prospectus dated 27 June 2019 (the "Prospectus"). Terms 
defined in the Prospectus shall have the same meaning when used herein. Subscription Forms may be 

mailed, e-mailed or delivered in the period from 28 June 2019 at 09:00 hours (CET) to 12 July 2019 at 
12:00 hours (CET), to the following address: DNB Markets, Registrars Department, Dronning Eufemias 

gate 30, P.O. Box 1600 Sentrum, N-0021 Oslo, e-mail retail@dnb.no, or Pareto Securities AS, Dronning 
Mauds gate 3, P.O. Box 1411 Vika, 0115 Oslo, Norway, email subscription@paretosec.com. Accurately 
completed Subscription Forms must be received by the Managers by 12:00 hours (CET), on 12 July 

2019. It is not sufficient for the Subscription Form to be postmarked within the Subscription Period. 
Norwegian subscribers may also subscribe for Offer Shares on the following Internet pages: 

www.dnb.no/emisjoner or www.paretosec.no within the Subscription Period. Neither the Company nor 
the Managers may be held responsible for delays in the mail system or for non-receipt of Subscription 
Forms forwarded by facsimile to the Managers. The Company and the Managers reserve the right to 

disregard improperly completed, delivered or executed Subscription Forms, or any subscription which 
may be unlawful. A subscription is irrevocable and may not be withdrawn, cancelled or modified once it 
has been received by the Manager. The minutes from the extraordinary general meeting of the 

Company held on 27 June 2019, the Company's articles of association and its annual reports for the 
last three years are available at the Company's web page www.paretobank.no.  

 
The completion of the Subsequent Offering is subject to (i) the Board of Directors resolving to approve 
the Subsequent Offering and issue the Offer Shares, (ii) the approval of the share capital increase by 

the Norwegian Financial Supervisory Authority and (iii) registration of the increased equity of the 
Company pertaining to the Subsequent Offering with the Norwegian Register of Business Enterprises 
and the VPS. 

 
Eligible Shareholders will receive 0,074335 Subscription Rights for each existing Shares registered as 

held by such Eligible Shareholder as of the Record Date. The Subscription Rights will be registered on 
each Eligible Shareholder's VPS account. Each Subscription Right carries the right to subscribe for one 
(1) Offer Share. The number of Subscription Rights granted to each Eligible Shareholder will be 

rounded up to the nearest whole Subscription Right. The Subscription Price is NOK 37.00 per Offer 
Share. The Subscription Rights are non-transferable. The Subscription Rights are registered with the 

VPS under the International Securities Identification Number (ISIN) NO 001 0858889. Over-
subscription is permitted; however there can be no assurance that Offer Shares will be allocated for 
such subscriptions. Subscription without subscription rights will not be permitted. Subscription 

Rights not used to subscribe for Offer Shares before the end of the Subscription Period will 
have no value and will lapse without compensation to the holder. The principles of allocation of 
Offer Shares are described in the Prospectus. Notifications of allotments are expected to be mailed on 

or about 15 July 2019. 
 

By signing the Subscription Form, the subscriber grants the Managers an irrevocable one-time authorisation to debit the allotted subscription amount in NOK from the bank 
account designated by the subscriber. The amount will be debited on or about 18 July 2019, and there must be sufficient funds in the stated bank account from and including 
two banking days prior to the Payment Date. If there are insufficient funds in a subscriber's bank account or it is impossible to debit a bank account for the amount the 

subscriber is obligated to pay, or payment is not received by the Managers according to other instructions, the allotted Offer Shares will be withheld. Interest will, in such 
event, accrue at the applicable rate according to the Norwegian Act on Interest on Overdue Payments 1976, from 1 July 2019 9.25 percent per annum. The Managers reserve 

the right (but is under no obligation) to make up to three debits in the period up to seven days after the Payment Date, if there are insufficient funds on the account on the 
Payment Date. If payment is not made within the due date, the Managers reserve the right without further notice to take over the allocated Offer Shares. The original applicant 
remains liable for payment of the Subscription Price multiplied by the allocated Offer Shares, together with any interest, costs, charges and expenses accrued, and payment 

may be enforced for any such amount outstanding. Subscribers who do not have a Norwegian bank account must ensure that payment for the allocated Offer Shares is made 
on or before the Payment Date. 
 

Assuming that payment from all subscribers are made when due, delivery of the Offer Shares is expected to take place on or about 23 July 2019. A subscriber will not under 
any circumstances be entitled to sell or transfer its Offer Shares until these shares have been paid in full by such subscriber and registered on the subscribers' VPS accounts. 

Assuming timely payment by all subscribers, the Company expects that the Offer Shares will be listed on Oslo Børs on or about 23 July 2019. 
 
The Subsequent Offering may, in certain jurisdictions, be restricted by law. For more information on applicable selling and transfer restrictions in respect of the Rights and the 

Offer Shares, see the Prospectus under the heading "Selling and Transfer Restrictions." 
 

PLEASE SEE PAGE 2 OF THIS SUBSCRIPTION FORM FOR OTHER PROVISIONS THAT ALSO APPLY TO THE SUBSCRIPTION    
                                                                                                                                                                                                               

 

DETAILS OF THE SUBSCRIPTION 

Subscriber’s VPS account:  Number of Subscription Rights: 
 

Number of Offer Shares subscribed  
(incl. over-subscription): 

 

(For broker: 
consecutive no.): 

SUBSCRIPTION RIGHT’S SECURITIES NUMBER: ISIN NO 001 0858889 
 

 

Subscription Price per Offer Share: 

NOK 37.00 

Subscription amount to 

be paid: 

NOK 

 
IRREVOCABLE AUTHORIZATION TO DEBIT ACCOUNT (MUST BE COMPLETED BY SUBSCRIBERS WITH A NORWEGIAN BANK ACCOUNT) 

Norwegian bank account to be debited for the payment for Offer Shares allocated (number of Offer 

Shares allocated x NOK 37.00).  

(Norwegian bank account no.) 

 
I/we hereby irrevocably (i) subscribe for the number of Offer Shares specified above subject to the terms and conditions set out in this Subscription Form and in the Prospectus, 

(ii) authorize and instruct the Managers (or someone appointed by them) acting jointly or severally to take all actions required to transfer such Offer Shares allocate to me/us to 
the VPS Registrar and ensure delivery of the beneficial interests to such Offer Shares to me/us in the VPS, on my/our behalf, (iii) authorize the Managers to debit my/our bank 

account as set out in this Subscription Form for the amount payable for the Offer Shares allotted to me/us, and (iv) confirm and warrant to have read the Prospectus and that I/we 
are eligible to subscribe for Offer Shares under the terms set forth therein. 
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Place and date 

must be dated in the Subscription Period. 

 Binding signature 

The subscriber must have legal capacity. When signed on behalf of 
a company or pursuant to an authorization, documentation in the 

form of a company certificate or power of attorney must be 
enclosed. 

 
INFORMATION ON THE SUBSCRIBER – ALL FIELDS MUST BE COMPLETED 

First name  

Surname/company  

Street address  

Post code/district/ 
country 

 

Personal ID number/ 
organization number 

 

Legal Entity Identifier 
(“LEI”)/National Client 
Identifier (“NID”) 

 

Nationality  

E-mail address  

Daytime telephone number  

 

Please note: if the Subscription Form is sent to the Managers by e-mail, the e-mail will be unsecured unless the subscriber itself takes measures to 
secure it. The Subscription Form may contain sensitive information, including national identification numbers, and the Managers recommend the 

subscriber to send the Subscription Form to the Managers in a secured e-mail. 
 
ADDITIONAL GUIDELINES FOR THE SUBSCRIBER 

Regulatory issues: In accordance with the Norwegian MiFID II Regulation of 4 December 2017 no. 1913 and the Norwegian Regulation on 
supplementary rules to the Norwegian MiFID II and MiFIR Regulations of 20 December 2017 no. 2300 corresponding to Directive 2014/65/EU (the 

Markets in Financial Instruments Directive) (together referred to as the "MiFID II Regulations"), the Managers must categorize all new customers in 
one of three customer categories; Eligible counterparties, Professional and Non-professional clients. All investors that are applying/subscribing for 
Offer Shares in relation to the Subsequent Offering, and which are not existing clients of one of the Managers, must complete the Managers’ 

Customer Registration Forms and fulfil the relevant provisions of the Norwegian MiFID II Regulations to be categorized as a Professional client. For 
further information about the categorization, the applicant may contact DNB Markets, Registrars Department, Dronning Eufemias gate 30, P.O. Box 
1600 Sentrum, N-0021 Oslo, Norway, phone +47 23 26 81 01 or Pareto Securities AS,  Dronning Mauds gate 3, P.O. Box 1411 Vika, 0115 Oslo, 

Norway, phone +47 22 87 87 00.  

The Managers will receive a consideration from the Company and will in conducting its work have to take into consideration the requirements of the 
Company and the interests of the investors subscribing under the Subsequent Offering and the rules regarding inducements pursuant to the 

requirements of the Norwegian MiFID II Regulations (implementing the European Directive for Markets in Financial Instruments (MiFID II).  

Selling Restrictions: The attention of persons who wish to subscribe for Offer Shares is drawn to Section 18 "Selling and Transfer Restrictions" of 
the Prospectus. The Company is not taking any action to permit a public offering of the Subscription Rights or the Offer Shares (pursuant to the 

exercise of the Subscription Rights or otherwise) in any jurisdiction other than Norway. Receipt of the Prospectus will not constitute an offer in those 
jurisdictions in which it would be illegal to make an offer and, in those circumstances, the Prospectus is for information only and should not be copied 

or redistributed. Persons outside Norway should consult their professional advisors as to whether they require any governmental or other consent or 
need to observe any other formalities to enable them to subscribe for Offer Shares. It is the responsibility of any person wishing to subscribe for 
Offer Shares under the Subsequent Offering to satisfy himself as to the full observance of the laws of any relevant jurisdiction in connection 

therewith, including obtaining any governmental or other consent which may be required, the compliance with other necessary formalities and the 
payment of any issue, transfer or other taxes due in such territories. The Subscription Rights and Offer Shares have not been registered, and will not 

be registered, under the United States Securities Act of 1933, as amended (the "U.S. Securities Act"), or with any securities regulatory authority of 
any state or other jurisdiction of the United States, and may not be offered, sold, exercised, pledged, resold, granted, delivered, allocated, taken up, 
transferred or delivered, directly or indirectly, within the United States, except pursuant to an exemption from, or in a transaction not subject to, the 

registration requirements of the U.S. Securities Act and in compliance with any applicable securities laws of any state or other jurisdiction of the 
United States. The Subscription Rights and Offer Shares have not been and will not be registered under the applicable securities laws of Australia, 
Canada, Japan, Hong Kong or the United Kingdom and may not be offered, sold, exercised, pledged, resold, granted, allocated, taken up, transferred 

or delivered, directly or indirectly, in or into Australia, Canada, Japan, Hong Kong or the United Kingdom or in any other jurisdiction in which it would 
not be permissible to offer the Subscription Rights or the Offer Shares. A notification of exercise of Subscription Rights and subscription of Offer 

Shares in contravention of the above restrictions may be deemed to be invalid. By subscribing for the Offer Shares, persons effecting subscriptions 
will be deemed to have represented to the Company that they, and the persons on whose behalf they are subscribing for the Offer Shares, have 
complied with the above selling restrictions. Persons effecting subscriptions on behalf of any person located in the United States will be responsible 

for confirming that such person, or anyone acting on its behalf, has executed the investor letter in the form to be provided by the Managers upon 
request. 

Execution Only: The Managers will treat the application as an execution-only instruction from the applicant to apply for Offer Shares, since the 

Managers are not in the position to determine whether the application for Offer Shares is suitable or not for the applicant. Hence, the applicant will 
not benefit from the corresponding protection of the relevant conduct of business rules in accordance with the Norwegian MiFID II Regulation 
(implementing the European Directive for Markets in Financial Instruments (MiFID II). 

Information exchange: The subscriber acknowledges that, under the Norwegian Securities Trading Act and the Norwegian Commercial Banks Act 
and foreign legislation applicable to the Managers there is a duty of secrecy between the different units of each of the Managers as well as between 
the Managers and the other entities in the Managers’ respective groups. This may entail that other employees of the Managers may have information 

that may be relevant to the subscriber and to the assessment of the Offer Shares, but which the Managers will not have access to in their capacity as 
Managers for the Subsequent Offering. 

Information barriers: The Managers are securities firms that offers a broad range of investment services. In order to ensure that assignments 

undertaken in the Managers’ corporate finance departments are kept confidential, the Managers’ other activities, including analysis and stock 
broking, are separated from the Managers’ corporate finance departments by information walls. Consequently the subscriber acknowledges that the 

Managers’ analysis and stock broking activity may conflict with the subscriber's interests with regard to transactions in the Shares, including the 
Offer Shares.  

VPS account and mandatory anti-money laundering procedures: The Subsequent Offering is subject to the Norwegian Money Laundering Act 

of 1 June 2018 No. 23 and the Norwegian Money Laundering Regulations of 14 September 2018 No. 1324 (collectively, the "Anti-Money Laundering 
Legislation"). Subscribers who are not registered as existing customers of one of the Managers must verify their identity to the Managers in 
accordance with requirements of the Anti-Money Laundering legislation, unless an exemption is available. Subscribers who have designated an 

existing Norwegian bank account and an existing VPS account on the Subscription Form are exempted, unless verification of identity is requested by 
the Managers. Subscribers who have not completed the required verification of identity prior to the expiry of the Subscription Period will not be 
allocated Offer Shares. Participation in the Subsequent Offering is conditional upon the subscriber holding a VPS account. The VPS account number 
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must be stated in the subscription form. VPS accounts can be established with authorised VPS registrars, who can be Norwegian banks, authorised 

securities brokers in Norway and Norwegian branches of credit institutions established within the EEA. Establishment of a VPS account requires 
verification of identity to the VPS registrar in accordance with the Anti Money Laundering Legislation. However, non-Norwegian investors may use 
nominee VPS accounts registered in the name of a nominee. The nominee must be authorised by the Financial Supervisory Authority of Norway. 

Terms and conditions for payment by direct debiting - securities trading: Payment by direct debiting is a service the banks in Norway provide 
in cooperation. In the relationship between the payer and the payer's bank the following standard terms and conditions apply: 

a) The service "Payment by direct debiting – securities trading" is supplemented by the account agreement between the payer and the payer's 

bank, in particular Section C of the account agreement, General terms and conditions for deposit and payment instructions. 

b) Costs related to the use of "Payment by direct debiting – securities trading" appear from the bank's prevailing price list, account information 
and/or information given in another appropriate manner. The bank will charge the indicated account for costs incurred. 

c) The authorisation for direct debiting is signed by the payer and delivered to the beneficiary. The beneficiary will deliver the instructions to its 

bank that in turn will charge the payer's bank account. 

d) In case of withdrawal of the authorisation for direct debiting the payer shall address this issue with the beneficiary. Pursuant to the Norwegian 
Financial Contracts Act the payer's bank shall assist if the payer withdraws a payment instruction that has not been completed. Such 

withdrawal may be regarded as a breach of the agreement between the payer and the beneficiary. 

e) The payer cannot authorise payment of a higher amount than the funds available on the payer's account at the time of payment. The payer's 
bank will normally perform a verification of available funds prior to the account being charged. If the account has been charged with an 

amount higher than the funds available, the difference shall immediately be covered by the payer. 

f) The payer's account will be charged on the indicated date of payment. If the date of payment has not been indicated in the authorisation for 
direct debiting, the account will be charged as soon as possible after the beneficiary has delivered the instructions to its bank. The charge will 

not, however, take place after the authorisation has expired as indicated above. Payment will normally be credited the beneficiary's account 
between one and three working days after the indicated date of payment/delivery. 

g) If the payer's account is wrongfully charged after direct debiting, the payer's right to repayment of the charged amount will be governed by 

the account agreement and the Norwegian Financial Contracts Act. 

Overdue and missing payments: Overdue payments will be charged with interest at the applicable rate under the Norwegian Act on Interest on 
Overdue Payment of 17 December 1976 No. 100; 9.25% from 1 July 2019. If a subscriber fails to comply with the terms of payment or should not 

be made when due, the subscriber will remain liable for payment of the Offer Shares allocated to it and the Offer Shares allocated to such subscriber 
will not be delivered to the subscriber. The Managers reserve the right to, at any time and at the risk and cost of the subscriber, re-allot, cancel or 
reduce the subscription and the allocation of the allocated Offer Shares, or, if payment has not been received by the Payment Date, without further 

notice sell, assume ownership to or otherwise dispose of the allocated Offer Shares in accordance with applicable law. If Offer Shares are sold on 
behalf of the subscriber, such sale will be for the subscriber's account and risk and the subscriber will be liable for any loss, costs, charges and 

expenses suffered or incurred by the Company and/or the Managers as a result of, or in connection with, such sales. The Company and/or the 
Managers may enforce payment for any amounts outstanding in accordance with applicable law. 
 

 


